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INTRODUCTION AND OVERVIEW 



1.1 Introduction: 

Introduction and Overview 

Four public meetings were convened by the Depanmenr of 
Energy (DOE) in August and September of 1987 in order 

to obtain views, comments, and recommendations with regard 
to the forthcoming Innovative Clean Coal Technology (ICCT) 
solicitation. In the sections that follow, brief descriptions are 
provided of the background to the ICCT solicitation and the 
public meetings, and how the meetings were conducted. Sub- 
sequent chapters of this repwt present the discussions that en- 
sued at each of the meetings, and the views, recommenda- 
tions, and concerus that were expressed by attendees. Finally. 
the report includes a compilation of the written comment5 
th;t were received, and, iu the appendix, a Iisr of the organiza- 
tions that were represented at the public meetings. 

The meetings took place as follows: 

1. Albuquerque, New Mexico Ramada Hotel Classic 
Thursday, August 13.1987 

2. StIAuisMis5ouri Adam’s Mark Hotel 
Thursday, September 3,1987 

3. Pittsburgh, Pennsylvania Pittsburgh Hilton Hotel 
Thursday, September 10.1987 

4. Washington, DC. Sheraton Washington Hotel 
Tuesday, September 22.1987 

I I 
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1.2 Background: 

Tbe Department of Energy’s (DOE) Clean Coal Technology 
(CCT) Program bad its genesis in August of 1984, when work 
commenced on the original solicitation for informational 
proposals and statements of interest. That “Section 321” 
Program ADnouncement, as it became known from the im- 
plementing section of Public Law No. 98473, was published 
in the m on November 27,1984. This 6rst 
foray into smveying the private sector for eligible demonstra- 
tion projects resulted iu 175 responses dism%uted among 13 
technology categories, and worth over $8 billion in total 

The Congress reacted to this industrial response by im- 
plementing the first funded CCT activity on December 19. 
1985, when Public Law No. 99-190 was signed into law with a 
provision of about $400 million for a cost-shared financial a+ 
skance solicitation. The tinal Program Opportuuity Notice, is- 
sued on February 17, 1986, produced 51 proposals for Cm 
demonstration projects, with private sector cost sharing in 
each instance of at least 50%. 

Comxrrent with, but independent oc these activities, io 
March of 1985, President Reagan appointed Drew Lewis to 
the position of U.S. Special Envoy on Acid Rain, and, at the 
same time, Prime Minister Brian Mulroney appointed Wil- 
liam D~I$ as the Canadian Special Envoy. Charged with the 
respons~bdity “to - the international environmental 
problems asxxiated with transboundary air pollution, and 
then recommend actions that would solve them,” the appoin- 
tees in January of 1986 issued the Joint 
m aLs0 popularly known as “the 
Lewis/Davis Report.” The Special Envoys provided twelve 
recommendations, the 6rst one of which was that the: 

U.S. gowmmem shouki implemem a five-yem, @e-M- 
liondoIk7fconfrolrechno~commercial&nm~- 
rion program Tkf~deral govemment ShOddpRWi& 

--., 
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hc3f eke funding . . . forpmjecfs which indusby recom- 
mends, and for wkick in&my is prepored to contribute 
tkeotkerhacfoftkef 

Probably the most important event in the history of the CCT 
Program was the decision by President Reagan on March 18, 
1987. to seek $25 billion to fund the demonstration of innova- 
tive clean coal technologies (ICCI?) over a five-year period, 
provided that appropriate projects are proposed that meet, 
among other things, cost shag requirements similar to 
those provided in the aforementioned February 17.1986. 
CCT solicitation Accordingly, the AdrGnistration amended 
the FY 1988 budget request and soppordng “outyear” es- 
timates for the CCT Program, such that the Administration 
has ‘quested the remaining $350 million thorn the CCT 
Reserve in IT 1988, and advanced appropriations of S500 mil- 
Iion each year for Fisal Years 1989 through 1992, for 
demonstration projects. The cost sharing requirements en- 
sure that,indus&y will invest an equal or greater amount over 
this period to stirzulate deployment of ICa. 

On March 23.1987, the Secretary of Energy announced that 
the 1988 and 1989 funding ($350 million and $500 million) 
would be. mmbioed into a single $850 million solicitation to 
be isued, subject to the provision of appropriations, prior to 
the end of calendar year 1987. It is this proposed Sg50 mil- 
Iion ICCT solicitation that was the subject of the four public 
meetings. 

Shortly thereafter, on May 21,1987, J. Allen Wampler, the As- 
sistant Secretary for FossiI Energy, testi& before the Sub 
commlrtee on Energy and Power of the House Committee on 
Energy and Commerce, that: 

7ke Lkpammt will . . . condud a S.&es ofpublic nleet- 
ingstoeIicitcomments from theprivate sectorprior to 
tke n&ate qfdze naziproject solichdoa 77iepublS 
meetblgs -. wiu be held in di.l$?lent re@ms of tke 
wtmey to emw-e o brood cross sect&n of p,mi&ahn 

As a 6naI background note, it is probably useful to review the 
objectives of the ICCT Program: 
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. Expand the suite of technologies available to utilize coal 
economically while reducing emissions. 

. Obtain sufticient technical, economic, environmental, 
health, safety, and operational information at a scale 
large enough for the private sector to be able to make 
rational commercIdization decisions. 

. Strengthen the competitiveness of United States exports 
of coal and related technologies. 

Pending additional guidance from the congressional appropria- 
tions process, DOE’s guidelines for the ICCT solicitation are 
as follows: 

. The ICCI projects are to be industry projeca. with the 
DOE role being to oversee project progress. 

. The evaluation criteria will be tailored as fully as 
practicable to the criteria suggested by the Special 
Envoys on Acid Rain. 

. The 6nancial provisions for cost sharing and recoupment 
will be simihr to those iu the previous solicitation. 

6 
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1.3 ICTAP and the SEB: 

In addition to the announcement of the intention to seek timd- 
ing for the ICC’C solicitation, President Reagan, on March 18, 
1987. also stated that he is directing the Secretary of Energy 
to establish an advisory panel, known as the Innovative Con- 
trol Technology Panel (ICTAP), to: 

. ..advise the Secretmy of Energy on funding and selec- 
tion of innovative wntml technologiespmje~ 
Projects will be se.kcte& as frrll asprocticobk, u&g 
the criteria recommended by the [Special Emqs on 
AcidRain,LhwLewkoftheUnhdStates,andW~ 
IiMIDavirofcana&]. 

The inaugural meeting of IClXP was held on September 30. 
19%‘. At that time, the highlights of the public meetings were 
presented to the PaneL The ICTAP, as was noted in DOE’s 
notice of the public meetings, is a primary recipient of the 
redts of de meetings, and is an important audience for the 
present repon. 

In order to serve as a ready reference, the LewisJDavis 
criteria for the ICCT projez& referred to above, are 
reproduced in foil below as they appeared in the original 

of the . . w 

BeUUethk~logYdeP?W?UtRZio0progmmir 
meanttobepo3tofakmg-tennn3pometoth2 
tnmsbormdmy~rlzinprob~pm~pmjeus 

’ sko~bel?vakroredoccordblgtoseven7l~ 
uireria lxefedealgovemmenf -cQfirnd 
pmjectsthathovethepoten@forthekvgeatemi&n 
l-edmiom, meawed acapmertagcofSDrorNOx 
remoyed Amongpmje with shikvpotenth& 
govemmencjimdingskoUgo to those tkaf reduce em& 
skxu a! the ckeaperc cost per ton More wPL$i&Tolion 
shouki be given to pmjects that demonstrate mtmjit 
tecknorogies appkoble to the loq& nllmbel of fzlihg 
so-, erpeciolly ading sowws tm becase of their 
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sire and bcation, contribute to tramboundary airpo.Uu- 
tion In short, although the primary putpose of this re- 
search program iv to demonstrate the kimis of tech- 
nologie~thatwouldbeneededforanyfuhmacidrabz 
control prograrq it should also result in some near-term 
reins in U.S. air.emzEons that affect Gwadion 
ec~ems. 

Fwthermore, qecial consiieration shoti be given to 
technologks that can be applied to facilities currently 
depe&nt on the use of high-m&r coal . . . 7?z com- 
menGl&mo~nofinnovativetechno~tha! 
clean high-m&u coal will help to reduce the economic 
cons~ of anyj5Ltm acid rain conf?vlprogram 
fi sub&g for coal-dching]. 

The other primary recipient of the views, comments, and 
recommendations that ensued fkom the public meetings will 
be the Source Evaluation Board (SEB). The SJ33, which will 
be formally appointed for the ICCT solicitatioo, will con- 
stitute a selet. group of government professionals whose role 
it wilJ be to solicit and evaluate the proposaLs, and to report 
their findings to a Source Selection Official. 
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1.4 Meeting Planning and Format: 

The public meetings were formally announced in the E&,& 
w of July IO, 1987, (52 FR 26124) under the heading, 
“Invitation for Public Views and Comments on the Conduct of 
the Innovative Clean Coal Technology Solicitation; Meetings.” 
The notice reviewed tie purpose of the meetings, provided a 
proposed outline of the anticipated solicitation, and identified 
“a number of specific issues and coucems that DOE is par- 
ticularly interested in receiving public comments on”: 

1. Qualification criteria and preliminary evaluation 
requirements, 

2. Proposal evaluation criteria and program policy factors 

3. Proposal preparation time, 

4. National Environmental Policy Act (NEPA) suategy, and 

5. Repayment of the government’s cost-&an. 

Additional publicity was obtained by the issuance of a DOE 
News Release simultaneous with the publiation of the 
v notice, and by a mass mailing of the notice 
to over 800 addresses of individuals who had previously 
responded to DOE solicitations or notices, or who had ex- 
pressed an interest in being kept informed of CCT activities. 

Pertinent iufomation of possiile use or interest to meeting at- 
tendees was compiled into a Backmound ’ * . docu- 
ment @OE#XO9O) which was distriited at each of the 
four public meetings or provided upon request by mail or 
telephone. This report iucluded the &&&&&@I notice 
of July 10,1987, statements by the President and the 
Secretary of Energy of Mar& 18 and 23.1987, DOE’s ap- 
propriations request for the ICCT effon, and four statements 
by J. Allen Wampler, Assistant Secretary for Fossil Energy, in 
testimony before congressional committees 
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As was described in the &&&&g&x notice, each meet- 
ing commenced with a brief plenary sessios which included 
i.ntroductory remarks and program overviews by DOE offr- 
cials. The audience then brietly recessed and reconvened into 
discussion workshops, which rau concurrently in order to 
facilitate animated disemsion in small groups and to make effi- 
cient me of the time available. AU of the workshops dis- 
cussed all of the same issues; the number of workshops varied 
from city to city in response to the attendance. In Albuquer- 
que, New Mexico, and io St. Louis, Missouri, there were two 
discussion workshops each, whrle in Pittsburgh, Pennsylvania, 
four workshops were convened, and in Washington, DC, 
three disazsion workshops were adequate. Finally, attendees 
met fin a closing plenary session in each city. The highlights 
and recommendations of each of the workshops were 
reviewed and summar&d, and the meetings were concluded. 
The opening and closing plenary sessions were tramcribed. 
However, there was no tramcription of the discussion 
workshops; each workshop cochairman was responsrble for 
preparing notes of the salient aspects of the proceedings. 
These workshop s ummaries 
report q 

are provided in Chapter 4 of this 
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SlJ-MMARY ISSUES AND 
SUGGESTIONS 



Summary Issues and Suggestions 

2.1 Introduction: 

s was noted in Section 1.4, the meetings notice published 
4ruheEkskwwm listed five issues and concerns of 
particular interest to DOE. Additional subjects were iden- 
tified as noteworthy for discussion by the public both in per- 
son at the meetings and by correspondence in the form of 
written comments (discussed later in this report). This chap 
ter provides capsule statements of the issues that were raised 
and summaries of the public’s suggestions regarding these is- 
sues. 

It is important to note, however, that this report reflects the 
views, opinions, and comments expressed by the public, and 
that inclusion here does not in any way reflect DOE’s agree- 
ment with these statements. Additionally, DOE makes no rep- 
resentation and offers no assnnuce or commitment that DOE 
will attempt to incorporate, adopt, or accept these views, 
opinions, comments, and soggestions in the course of prepar- 
ing the forthcmning ICCT s&itatiot~ However, DOE does 
intend to folly consider and assess the merits of all feedback, 
oral and written, received from the public with regard to tbe 
solicitation 

13 
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2.2 Qualification Criteria: 

2.2.1 Issue 
Should qualification criteria, such as with regard to site 
availability. teaming arrangements, and financing, be more 
stringent than in the last solicitation? 

2.2.2 Suggestion 
In general, the qualification criteria used in the earlier solicita- 
tion are reasonable and adequate. 



Summary Issues and Suggestions 

2.3 Evaluation Criteria: 

2.3.1 Issues 
How should evaluation criteria be written to adequately judge 
quality projects, while minimming the burden on the offerors? 

Should the solicitation provide for deselection if negotiations 
do not proceed at a satisfactory pace? 

2.3.2 Suggestions 
Stress technical innovation and marketability. 

Financing should be weighed more heavily as compared to 
the technical aspects of the proposal than was the case in the 
previous solicitation 

Provide for proposal deselection if negotiations do not 
proceed at a satisfactory pace. Criteria for deselection should 
include project financing and teaming arraugements. 

Implement the LeGsDavis project criteria cantiously in order 
to avoid precluding consideration of meritorious projects 
Projects should include a diversity of applications, tech- 
nologies, and locations (inchtding Western United States), 
and should include “grass roots” facilities. 

15 
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2.4 Alternative Solicitation Mechanisms: 

2.4.1 Issues 
Would a “phase zero” approach to negotiated agreements be 
feasible? 

What about a two-phase solicitation, e.g, a “qualification” 
phase followed by a “fmal proposal” phase, as opposed to the 
conventional single-proposal approach? 

2.4.2 Suggestions 
Consider a cost-shared “phase zero” which would go into ef- 
fect subsequent to proposal selection, during which financing, 
teaming, etc, would be pursued, in accordance with 
negotiated milestones, leading to executed cooperative agree- 
ments. Failure to co nsummate agreements after a reasonable 
time interval, say, six to eighteen months, would result in 
deselection. 
Alternatively. consider a two-phase solicitation mechanism, as 
follows: 

. Issue solicitation 60 days afier legislation 

. Submit qualikation proposals: 30 days after solicitation 
l Selection by DOE of proposals 30 days atier qnalikation 

qualified to proceed to phase proposals received 
two: 

s Submit final proposals: 60 days after notilication 
by DOE to prosed to 
phase two 

l Final DOE evaluation and 
project selectiom 

. Total time elapsed: 

9Oday5afteri%tal 
proposals received 

270 days from legislation 
to selection 

16 
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2.5 Proposal Preparation Time: 

2.51 Issue 
What is a reasonable time interval for proposal preparation, 
i.e., from date of issuance of the solicitation to due date for 
the proposals (assuming a conventional, single proposal, 
process)? 

2.5.2 Suggestion 
Allow at least 90 days for proposal preparation, as opposed to 
60 days in the previous solicitation 

17 
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2.6 Environmental Requirements: 

2.6.1 Issue 
Were the requirements to satisfy the National Environmental 
Policy Act (NEPA) reasonable and appropriate in the last 
solicitation (as contained in Section III27 of the PON)? 

2.6.2 Suggestions 
The NEPA strategy in the previous solicitation was 
reasonable and adequate. 

However, the offeror, rather than DOE, should define the 
need5 for environmental monitoring. 

18 
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2.7 Recoupment: 

2.7.1 Issue 

What are possible alternative approaches to repayment of the 
Government’s cost share that would be mutually agreeable to 
the Government and to the offeror? 

2.7.2 Suggestions 
In concept, recoupment of the Government’s cost share is 
reasonable and appropriate, if pro5ts are derived from the 
projen 

Reimbursement should ensue from profits subsequent to the 
completion of the demonstration projea. After the 
demonstration, the Government should consider the effects of 
recoupment on the compe.titiveness of the teclmolopy. if any. 
For regulated electric utilities, recoupment should not be re- 
quired from continued operation of the project beyond the 
demonstration program 

Repayment plans should permit 5exiiflity of terms, payback 
schedule, etc. 

19 
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2.8 Cost Sharing: 

2.8.1 Issues 
Is the 50 percent cost sharing requirement reasonable and ap 
propriate? 

What about the requirement for 50 percent cost sharing in 
each phase? 

2.8.2 Suggestions 
Consider requitkg 50 percent cost sharing for the overall 
projea, rather than on a phase-by-phase basis. 

Consider counting the loss of generating capacity during the 
demonstration toward electric utility cost sharing 



Summary Issues and Suggestions 

2.9 Regulatory Incentives: 

2.9.1 Issue 
Should the solicitation favor projec& that are located in states 
that offer favorable regulatory incentives for clean coal tech- 
nology projects? 

2.9.2 Suggestion 
Do not favor projects located in states that offer regulatory in- 
centives for clean coal technologies, because of the possible 
inequities that may result 0 

- 
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Welcoming Remarks 

3.1 Explanatory Note 

At three of the public meetiogs, St. Louis, Pittsburgh, and 
Washington, the attendees were welcomed by Mr. J. Allen 
Wampler, Assistant Secretary for Fossil Energy. In Albuquer- 
que, the public was addressed by Mr. Donald L Bauer, Prin- 
cipal Deputy .ksha.nt Secretary for Fossil Energy. For two 
of these presentations, St Louis on September 3 and 
Washington on September 22, DOE issued prepared texts of 
the speech- provided here as Sections 32 and 33. The mes- 
sages conveyed by MI. Bauer h Albuquerque and by Mr. 
Wampler in Pittsburgh, altbougb not contained in this report, 
were essentially similar to tbose presented by Mr. Wampler in 
St Louis and Washington 
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Welcoming Remarks 

3.2 

Remarks by .I. Allen Wampler of September 3,1987 

OPENING PLENARY SESSION 
ST. LOUIS. MISSOURI 

. 



Welcoming Remarks 
I 

Clean Coal Technology I 

The New Solicitation 

T”d”’ y IS our second public meeting in preparation for this 
fall% clean coal project solicitation We started in Alhu- 

querque and will move on to Pittsburgh and then back to 
Wasbiugtoii If all this sounds like a traveling caravaa, you 
may be right - but it’s a traveling camvan that I believe is im- 
portant for those of us who will carry out the President’s 
program and for those of you who may uhirnately become ac- 
tive partlcipanu. 

When Resident Reagan told Prime Minister Mulroney 
that he would endorse the recommendations of the U.S. and 
Canadian Envoy on Acid Rain, he made the commitment 
based on one solid piece of evidence - that American in- 
dusky was ready to join the government as full, ant-sharing 
partners-that it would be prhate industry that would propose 
the project id-that would poll together the teams of equip- 
ment manufacturers, coal suppliers and end-users-.&at it 
would be priMte indusuy that would detetmine which tech- 
nologies were most promising and indicate those choices by 
backing selected techtmlogies with their corporate resoiices. 

Soitmakesagreatdegreeofsensetous,ifweexpectthe 
private sector to he full participants in the President’s ex- 
panded clean coal program, that we begin early in the 
~~m[o?mulation to obtain the private sector’s advice 

29 
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Fossil Energy Speeches 1 

we will be convey 
ingdleideLuhat 
come call ofthere 
me&g 10 the In- 
novmivc- 
Technw Ad- 
vir*r P&?wL 

That’s why we are here today. 

Our putpose is to hear your thoughts...to hear them ex- 
pressed in a way that we can use them in putting together the 
forthcoming solicitation We will also be conveying the ideas 
and opinions that come out of these meetings to the 
Secretary’s Innovative Control Technology Advisory Panel, 
the group that will serve, in many ways, as tbe steering com- 
mittee for this program. 

We are on a fast track. Now I know that it seems like 
every government program is on a “fast track” And many of 
them don’t seem to move at all, much less move fast, slow or 
otherwise. But there is a sense of expediency in the C!ean 
Coal program for several very important reasons: 

Clean Coal - The Preferred Environmental Approach 

Fii just as we continue to compile evidence that a tech- 
nology route is clearly the preferred path to take in addressing 
both our energy and environmental goals, the chorus of acid 
rain control advocates, in Congress and elsewhere, continues 
to increase - in decibel level if not in scientific logic 

Congress will return to Washington in the next few days 
and in their midst will be those who never met a problem they 
didn’t believe they could regulate out of existence. And the 
arguments and debate wiu start again 

There will be those who don’t believe we are moving fast 
enough in the arca of emissions reductions - that we need to 
spend something on the order of SIOO to SZOO biion over the 
next 20 years to accelerate the decline in sulfur emissions 
wing conventional technology and coal switching. And in 
one sense, they are exactly right - pass acid rain legislation 
today, and there would be a sharp drop in emission levels 
when the new regulations went into effeea 

But now let me tell you what they don’t tell you. We have 
looked at the long-term profile of emission reductions based 
on various scenarios, indudig the acid rain bills pending on 
the Hi By long-term, I don’t mean the 1990s or the year 



I 

Welcoming Remarks 

Fossil Energy Speeches 

If mid rain Igirl.- 
dmistnaacd 
today, dew~opmenl 
ofnew. Ino4 egec- 
riveprdluliml con- 
IJOJ qzdp?noll will 
sop dead in ia 
llnckx 

2000. I mean outward to the year 2030. And guess what the 
trend lines show? 

Yes, there would be an inunediate reduction in sulfur 
emissions. But by the year 2030, emission levels would be no 
different than they would have been had we continued under 
the current provisions of the Clean Air Act. No difference. 

Why? Because if acid rain legislation is enacted today, 
development of new, more effective pollution control equip- 
ment will stop dead in its tracks. If there is a legally man- 
dated deadline to meet in the future, utilities are not going to 
divert scarce resources to new, experimental hardware. 

They will go with what is proven, even though it is more 
expensive, less efficient and imposes additional costs on their 
consumers. 

That m- for the most pan, retrofitting scrubbers to ex- 
isting power plants - scrubbers that, for many installations, 
could cost more than the original power plant itself - scrub- 
bets whose cost will likely be added on top of the costs of 
plant life extension sincc that is becoming more of a factor in 
utility decisionmaking. And even with all that, once the dol- 
lars have been spent and these e&kg plants reach the end of 
their useful lifes, the gains made by the new regulations will 
dissipate - and that will happen by the year 2030. 

Meanwhile, no new technology will be developed and 
deployed The state-of-the-at-t in the year 2030 will be tim- 
damentdly the same as the state-of-the-art in the 1960s. And 
the nation will have spent SIOO to S200 billion dollars, and mtl- 
furemissionsintheyearU130willbethesame~snothing 
had changed- In faa by the time we get to the year 2030 
under an acid rain control scam-lo, sulfu emissions will ac- 
tually be tiring again because power demand will be increas- 
ing. And we will again be experiencing the acute limitations 
of today’s technology. We will not have solved the emission 
problem, simply deferred it as our legacy for the next genera- 
tion That’s the story acid mitt control advocates don’t tell 
you. ButwewilL 
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And that story has another chapter. We’ve plotted several 
scenarios for emission reduction strategies. In addition to rhe 
“business as usual” approach and the passage of acid rain con- 
trol legislation, we have factored into the equation the emer- 
gence of clean coal technologies - technologies like fluidized 
bed combustion and combined cycIe gasification - tech- 
nologies that offer fundamental improvements in economics 
and effectiveness over vintage-1960 pollution controls. 

And if we plot the sulfur reductions that occur because 
these new technologies enter the marketplace, the trend line 
starts downward. And most importantly, it continues 
downward, through the year 2030 and well beyond. 

Oh, and one other item. The data we will be presenting 
show that on a unit plant basis. these additional emission 
reductions could be obtained at a leveliied cost of 3 to 9 mills 
per kilowatt-hour. That’s compared to as much as 12 mills 
per kilowatt-hour to retrofit scrubbers onto existing plants 
But perhaps even more siguifioatttly, if the models are run on 
a system-wide basis - t&toting in more economic power dfs- 
patching, increased reliability and fuel flexiiity, the cost of 
additional emission reduction over conventional technologies 
goes to zero. 

Let m-e say it another way, if we can adequately 
demonstrate technologies like fluidized bed combustion and 
combined cycle gasiftcation, and they are introduced into the 
marketplace either as repoweriug options or for new power 
station their incea5ed power output dll acntdy lower the 
cost of electaicity compared to conventional electric generat- 
ing units. And becanse emission cmirok are inherent in the 
technology, the potential is there to gain sizable emission 
reductions at no additional cost to utilities or co-em. 

That’s why we need to get this program underway. 

There’s another reason. 
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Clean Coal -- Expanding Retrofit Options 

We’re three years away from completing a IO-year, $500 
million scientific study of the acid ram phenomena. Those 
three years are important to complete a careful, systematic 
and rational approach to understanding the causes and effects 
of acid rain. But at the end of those three years, if the, data 
tells us that further controls are required and required in a 
short timeframe. :hen it is important that we have retrofit 
technologies other than just the wet scrubber. 

mherepon 
sbowr...that scmb- 
bermanuf- 
willnakabk;o 
cope with thehigh 
dmum&plncedon 
-b-Y 
pfVpOdigirhdon 

As the Special Envoys said in their report to the US. and 
Canadian governments: “If the menu of control options was 
expanded, and if the new options were significantly cheaper 
yet highly efficient, it would be easier to formulate an acid 
ram control plan that would have broader public appeal.” 

And as right as the Special Envoys were, there may be a 
more practical reason. 

We will soon issue a report prepared by one of our con- 
tractors that examines the vendor capability to supply flue gas 
desuhikation systems for coal-fired boilers under an acid 
rain control program. The report shows the very real pos- 
sibility that scrubber manufacturers will not be able to cope 
with the high demands placed on them for supplying FGD 
units at the level and timeframe required by currently 
proposed acid ram control legislation. 

It will take anywhere from 14 to 18 years under the most 
plausible assumptions to deploy the amount of FGD retrofits 
to attafn 8 to 10 million tons of Se emission reduction per 
year over 1985 levels. That time kame is well outside the 
mandated schedules imposed by today’s pending acid ram 
legislation But well within that time frame, we could have a 
clean coal technology demonstration and deployment 
~*gmm up and running and fixing the acid rain problem 
rather than just patching i+ 

But it is important that we get started. 

There is a third reason. 
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Clean Coal -- A “Window” for Repowering 

Today’s utilities are beginning to face a twin dilemma. On 
one hand, their fleet of power plants built in the 195Os, 60s 
and 70s is aging. They are approaching the end of their in- 
tended !ives. In the 1960s and early 70s the average system 
age for the nation’s power plants stayed level at about 11 
years. But with fewer plants built in the last decade, today’s 
the average system age is approaching 25 years. By the year 
2000, roughly half of the fossil fuel-fired electric capacity in 
this country will be 30 years old or older. 

In the eastern U.S., there are 410 units of uncontrolled 
coal-fired utility capacity, 100 megawatts or larger, that were 
placed into service before 1975. Beginning in the mid-199Os, 
utilities will have to make some fundamental choices about 
many of these units - to retire them, patch them up, or 
repower them with new technology. 

At the same time, demand for electricity is projected to 
continue growing and today’s reserve margins will begin to 
decline. Even at a modest 2 percent growth rate, the U.S. 
could require as much as 100,000 megawatts of additional, 
new capacity this century - beyond what is committed today. 

So urilitics are looking at two decisions - what to do 
about older plants and when, if necessary, to build new 
capacity? That’s where some of the new clean coal tech- 
nologies enter the picture. Concepts such as fluidized bed 
combustion or gasification combined cycle can be installed at 
an eisting plant as part of an overall :efurbisbing The result 
is a plant with a new 2Ck to 30-year lease on life, with sulfur 
emission reductious of 90 to 9%plus percent, and with an in- 
creased output of 50 to I50 percent 

We see the potential for clean coal repowering technology 
to add anywhere from 19,OW to 156,01X1 megawatts of in- 
creased capacity between 1995 and the year 2010. That could 
be a major chu& if not all, of the additional generating 
capacity needed at the current growth rate...capacity that 
would be added at existing sites, with existing operating per- 
mits. Utilities could stretch out or defer a new wave of 
baseload facilities - and avoid all of the associated headaches 
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that new construction would cause for both the utility and the 
effected community. 

Will it happen? It will happen if the technology is ade- 
quately demonstrated in time to be a factor in utility decision- 
making. We see that window to be in the early to mid 1990s 
and that’s why we’ve geared our Clean Coal program to a tive- 
year timeframe rather than stretching it out. 

Miss that window, and utilities will be forced to simul- 
taneously add new capa@ at the same time they are making 
major upgrades of existing equipment That’s a large financial 
burden, one we believe can be reduced substantially by having 
clean coal concepts available. But the window will not remain 
open for long. 

WLhlWuILOpJhV- 
nvrily 10 ma& the- 

Now let me add a fourth reason for an accelerated clean 
coal program, and then I will sit down 

us-lh.2 ivm%i’r 
showcue for ckvl 
coalrel%dogia. Clean Cod - Boosting U.S. Competitiveness 

It has to do with a ,word we’re hearing a lot these days, 
whether it’s in Washington or St Louis. The word is “co&- 
fibwIe5.” 

Simply put, for the next several years, the Ciearr Coal 
Technology program may provide the single most significant 
advantage that this nation could have in the international coal 
market and in the global race to develop new energy tech- 
nologies. And that advantage applies to both the East and the 
West 

We have the oppornmity to make the U.S. the world’s 
show for clean coal technologies - a place where both 
domestic and foreign buyers can come and Y&k the tires” of a 
new generation of sophisticated coal hardware burning U.S. 
cod 

lf this program is succe&ul, by the early to mid 1990s. we 
will have in place a full complement of demonstration plants 
up and running - each sbowcasing a new dean coal technol- 
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ogy ._. advanced combustors, new scrubbing concepts, new 
coal cleaning techniques. The ability to show a prospective 
overseas customer an actual, operating facility - running on 
U.S. coal - rather than just a drawing board concept or an en- 
gineering prototype will be a very persuasive inducement to 
potential buyers. 

Currently, the U.S. had a technological edge over most of 
its competitors in clean coal technologies. However, consider- 
ing the progress that other counoies are making there is no 
guarantee that the U.S. can hold its lead through the next 
decade. 

Therefore, it is important that we move forward with thii 
program It is important for our energy and environmental 
goals here at home and for our trading and international com- 
petitiveness goals ove-. 

That’s the importance we place on this program That’s 
why we can’t afford to spend several years and several solicita- 
tions trying to figure out the best way to attract quality private 
sector participation in constructive partnerships. We need to 
know how to do that from Day One. And that’s why we have 
asked you here today. 

Now, obviously, we can’t get this program moving while 
Pm up here talking. So I will sit down and turn more of my 
attention to listening 

##### 
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Clean Coal Technology 

Washington D.C. Public Meeting 

R-by 
J. AlhI wmpk 
-scoPoy 
forFara;lEnqy, 
U.S. Depwmunf of 
Enogv 
tothearmc3al 
Techa&g#Rlbk 
Meaing 
in Wahin#m, D.C 

.msrpranbaz 
1987 

T’ . hi LS the fourth and final stop on what I’ve called the “Clean 
Coal Tramling Caravan” And when we first began planning 

these public mee&gs a few months ago, we could not have 
picked a better time to hold one in Washington than right now. 

As many of you lmow, last Friday, the Senate Appropria- 
tions subcommittee - the Subcommittee on the Interior and 
Related Agencies - approved the full amount of the Ad- 
mmtration’s FY 1988 and FY 1989 request for Clean Coal 
funding - s8.50 million. 

Now, I know that one subcommittee vote doea not assure 
that the funding level will eventually be appropriated, but ob 
viously this was a very positive step in the right direction 
And because of the coincidence in timing with this meeting, it 
gives me an opportunity to express publicly my appreziation 
for the hard work done on both sides of the aisle, by both 
members and staffs, on the appropriations committee. 

As I’ve said before, we have the opportunity today, for the 
East time in a long time, to forge a truly bipartisan coalition to 
get this important program off the ground in full force. And, 
as I hope my remarks this morning will convey, it is our desire 
to do just that 
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This is an important program for this country and its fu- 
ture economic and national security. Ir is an important 
program from the standpoint of continued progress in better- 
ing the quality of our environment and that of our neigh- 
boa. And it is an important program from the standpoint of 
maintaining this nation’s competitive edge in the develop- 
ment and deployment of new energy technologies. 

When President Reagan told Prime Minister Mulroney 
that he would endorse the recommendations ?f the U.S. and 
Canadian Envoys on Acid Rain, he made the commitment 
based on one solid piece of evidence - rhat American in- 
dustry was ready to join the government as full, cost-sharing 
par-men-that it would be private industry that would 
propose the project ideas...that would pull together the 
teams of equipment manufacturers, coal suppliers and end- 
usen...that it would be private industry that would determine 
which technologies were most promising and indicate those 
choices by backing selected technologies with their cor- 

.2fmerpeolhc 
peaks~rroae 

porate resources. 

f”i7 fyzticimk in the So it makes a great degree of sense to us, if we expect 
-s- 
~~PT.+=z 

the private sector to be firll participants in the President’s ex- 

-we (should asin 
panded clean coal program, that we begin early in the 

eadyinLhepq?mm’s program’s formulation to obtain the private sector’s advice 
fo- loobwin and counsel 
thsp?ivaksedorsad- 
vice.. 

That’s why we are here today. Our purpose is to hear 
yOUI th0u@ltS...t0 hear them expressed in a way that we can 

- use them in putting together the forthcoming solicitation. 
We wfU also be conveylug your ideas and opinions to the 
Secretary’s Innovative Control Technology Advisory Panel 
beginnix@ at their Crst meeting next week This is the group 
that Gll serge, in many ways, as the steering committee for 
this program 

And it has come as no smprise to us that the comments 
and suggestions coming out of the first three meetings have 
been extremely useful and well thought-out 

We’ve heard opinions on what could be done to speed 
up the negotiation process, Some have suggested a two- 
phase solicuation process. 
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We’ve heard discussions on why the qualification criteria 
should be made more stringent - and other opinions on why 
they should be less stringent. 

We’ve heard rationale for why the scope of the solicita- 
tion should be limited to utility applications - and why it 
should be expanded to include industrial sources - or ex- 
panded even more to include oil and gas conversions. 

We’ve heard opinions on project duplications - for multi- 
ple demonstrations - for projects that apply to high-sulfitr 
coal and low-suhiu coal. 

And yes, where would a clean coa! meeting be without dis- 
cussions on repayment provisions? 

But throughout all of the public meetings to date, there 
seems to be a general consensus - that it’s tie to get on 
with the job. And that’s our opinion exactly. 

We should be on a fast track - for severaI, very important 
reasons: 

WeccMeithvgothe 
w”3yof-ciod 
conevl techlwl~, 
man&kd&bw-or 
wean-wwtvd 
nmwgelmdmof 
maI? e@ienr 
deMacOnuplr 
wlmse r?z&d chiws 
maybelhemoirsof 
the &vlo@j ikdj 

First, just as we continue to compile evidence that a tech- 
nology route is clearly the preferred path to take in address- 
ing both our energy and environmental goals, the chorus of 
acid rain control advocates, in Congress and elsewhere, con- 
tinues to increase - in deadel level if not iu scientific logic 

There are still those iu Congress who never met a 
problem they didn’t be&eve they could regulate out of exist- 
exe. And if some of you saw the Wall Street Journal article 
last week it very correctly conveyed the impression thaq in 
many ways, we have reached a fork in the road. We can 
either go the way of conventional control technology, man- 
dated by law into greater use. Or we can move toward a new 
generation of more efficient, cleaner concepts whose market 
drivers may be the merits of the technology &elf. 

Those who believe we ought to go with what’s proven will 
he willing to convince the .A-werican people that they must 
spend something on the order of SlOO to $200 billion over the 
next 20 years to achieve a better environment 
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Those who prefer the technological approach wiil recog- 
uize that an investment of SZ.5 billion in federal funds over 
the next five years - matched by a comparable amount from 
the private sector - could open the doors to an era in which 
emissions will not only drop but continue dropping long after 
acid rain bills have lost their effectiveness. 

We’ve looked at the long-term profile of emission reduc- 
tions based on various scenarios, including the acid rain bills 
pending on the Hill. By long-term, I don’t mean the 199Ck or 
the year 2000. I mean outward to the year 2030. And the 
trend lines send an important message. Yes, there would be 
an immediate reduction in sulfur emissions under an acid rain 
control scenario. But by the year 2030, emission levels would 
be no different than they would have been had we continued 
under the current provisions of the Clean Air Act. No dif- 
ference. 

Why? Because if acid rain legislation is enacted today, 
development of new, more effective pollution control equip- 
ment will stop dead in its tracks. If there is a legally man- 
dated deadline to meet in the hture, utilities are not going to 
divert scam resources to new, experimental hard-e. They 
will go with what is provq even though it i5 more expensive, 
less efficient and imposes additional costs on their consume& 

That meang for the most part, retrofitting scrubbers to ex- 
isting power plants - scrubhers that, for many insmllations, 
axdd cost more than the original power plant itself - scrub- 
bers whose cost will likely be added on top of the costs of 
plant life extension ti that is becoming more of a factor in 
utility decisionmak+. And even with all that, ona? the dol- 
lars have been spent and these eaist%g plants reach the end of 
their useful life the gains made by the new regulations will 
dissipate-andthatwiUbaqpenbytheyear2030. 

Meanwhile, no new teclmo:ogy will be developed and 
deployed. The stawof-the-art in the year 2030 will be tim- 
damentally the same as the state-of-the-at? in the 1960s. And 
the nation will have spent SlOO to $200 biion dollars, and snl- 
furemissiomintheyear2030willbethesameasifnothing 
had changed. 

1 
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In fact, by the time we get to the year 2030 under an acid 
rain control scenario, sulfur emissions will actually be rising 
again because power demand wil1 be increasing. And we will 
again be experiencing the acute limitations of today’s technol- 
WY. We will not have solved the emission problem, simply 
deferred it as our legacy for the next generation. That’s the 
story acid rain control advocates don’t tell you. But we will. 

And that story has another chapter. We’ve plotted several 
scenarios for emission reduction strategies. In addition to the 
“business as usual” approach and the passage of acid rain con- 
trol legislation, we have factored into the equation the emer- 
gence of clean coal technologies - technologies like fluidied 
bed combustion and combined cycle gasification Y tech- 
nologies that offer fundamental improvements in economics 
and effectiveness over vintage-1960 pollution controls. 

And if we plot the sulfur reductions that occur because 
these new techuologies enter the marketplace, the trend line 
stars downward. And most importantly, it continues 
downward well beyond the time when emissions mm upward 
again on the acid ram scenario. so2 emissions go down and 
stay down. 

Oh, and one other item. The data we will be presenting 
show that on a unit plant b&a, these additional emission 
reducrions could be obtained at a levehzd cost of 3 w 9 mills 
per kilowatt-hour. That’s compared to as much as 12 milL5 
per !dowatt-hour to retrofit scrubbers onto ex&iug plants. 
Ed perhaps even more significantly, if the models are run on 
a system-wide basis - factoring in more economic power dis- 
patching, increased reliability ar..l fuel fluobility. the cost of 
additional emission reduction over wnventional technologies 
goes to Pro. 

Let me say it another way. if we can adequately 
demoustrate teclmologia lfke fluidized bed combustion and 
combined cycle gasi&arion, and they are introduced into the 
marketplace either ILS tepowering options or for new power 
statiom, their incread power output wiU acatally bwer the 
cvst of ekc&ity compared to conventional electric generat- 
ing units And because emision controls are inherent in the 
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technol~, the potential is there to gain sizable emission 
reductions at no additional cost to utilities or consumers. 

That’s why we need to get this program underway. There’s 
another reason 

Last week the National Acid Precipitation Assessment 
Program presented its interim assessment. It showed that 
acid rain problems are not worsening - we’re not standing on 
the precipice of environmemaJ disaster. We have the time to 
complete a thorough, well-thought-out analysis. 

We’re three years away from completing that l&year, 
So0 million study of the acid rain phenomena Those three 
years are impomnt to complete a car&d, systematic and ra- 
tional approach to understanding the causes and effects of 
acid rain But at the end of those three years, if the data tells 
us that further controls are required and required in a short 
tindame, then it is itnpottant that we have retrofit tech- 
nologies other than just the wet scrubber. 

As the Special Envoys said in their report to the U.S. and 
Canadiau governments: Tf the menu of control options was 
expaud4 and if the new options were signi5cautly cheaper 
yet highly efkient, it would be easier to fomtnlate an acid 
rain control plan tbat would have broader public appeal 

There is a -mird reason 

Today% utilities are begktning to face a twin dilemma On 
onehaad,tbei5atofpotverplantsbuiltinihe19SQF.6Q 
and7(kisagink Tbeyareapproacbingtheendoftheirin- 
tendedlives Intbel%fbandearly7Qtbeaveragesystem 
age for the nation’s power plants stayed level at about 11 
years. Butwitbfewerplautsbuiltinthekstdecadc,tc&y’s 
theaveqe+emagekapproachiogZ5+rLBytbeyear 
2ooo. roughly half of the fossil fiteL5red ekctric capacity in 
tbiSCOUllUyWillk3OpCSOld~OldU. 

lntbeeasternus,tbereare410uuftsofunconuoued 
coal-6red utility capacity, 100 megawatts or larger, that were 
placed into servfce before 1975. Begking in the mid-19905, 
utilities will have to make some fundamental choices about 
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many of these units . . . to retire them, patch them up, or 
repower them with new techaology. 

At the same time, d-d for electricity is projected to 
continue growing and today’s reserve margins will begin to 
decline. Even at a modest 2 percent growth rate, the U.S. 
could require as much as 100,fKtO megawatts of additional, 
new capacity this century - beyond what is committed today. 

So utilities are looking at two decisions - what to do 
about older plants and when, if necessary, to build new 
capacity? That’s where some of the new clean coal tech- 
nologies enter the picture. Concepts such as fluidiied bed 
combustion or gasification combmed @c can be installed at 
an exIstiug plant as part of an overall refurbishing The result 
isaplan:withanew~to3~yearieareonlife.withsulfur 
emission reductions of 90 to 99-plus percent, and with an in- 
creased output of 50 to IS0 percent 

We see the potential for clean coal repowering tecimology 
to add anywhere from 19 to lS6,OOO megawatts of increased 
capacity between 1995 and the year 2010. lbat could be a 
major chuuk, if not all, of tbe additional generating capaciry 
needed at the current growth rate.sapacity that would be 
added at existiag sites, with edsting operating pmnits. 
Utilities could suetch out or defer a new wave of baseload 
facilities - and avoid all of the associated headaches that new 
constrnctlon would cause for both the utility and the effected 
aJmmntdty. 

Will it happen? It will happen if the technology is ade- 
quately demonmated in time to be a factor in utility decision- 
making. Wesathatwindowu,beintbeearlytomid19905 
and that’s why web.2 geared OUT Clean Coal program to a tive- 
year timeframe tamer than stretching it out. 

Miss that wiudow, and utilities will be forced to aimul- 
taneously add new capacby at the same time they are making 
major upgradea of ex&ing equipment That’s a large financial 
burden, one we believe can be reduced substantially by having 
clean coal concepts available. But the window wil1 not remain 
open for long. 

45 



I 

Chapter 3 

Fossil Energy Speeches 

c&owmonofiu 
com~lainin 
c4dcccJmoIogiec 
H-AirnO 
pmwee Lha Ihe 
US. can hold irr 
ieaci.. 

Now let me add a fourth reason for an accelerated clean 
coal program, and then I will sit down. 

It has to do with a word we’re bearing a lot these days 
here in Washington The word is “competitiveness.” 

Simply put. for the next several years, the Clean Coal 
Technology program may provide tbe single most significant 
advantage that this nation could have in the international coal 
market and in the global race to develop new energy tech- 
nologies. And that advantage applies to both the East and the 
We.%. 

We have the opportunity to make the U.S. the world’s 
sbowcaae for clean coal technologies - a place where both 
domestic and foreign buyers can come and “kick the tires” of 
a new generation of sophisticated coal hardware burning U.S. 
coaL If this program is succe&ul, by the early to mid 19905, 
we will have in place a full complement of demonstration 
plan~upandnmning- each showcasing a new clean coal 
technology . . . advanced combustors new scrubbing concepts, 
new coal dcauing tecbniquer The ability to show a prospec- 
tive overseas customer an ad operating buility - running 
on U.S. coal - rather than just a drawing board concept or an 
engineering prototype Gll be a very persuasive inducement 
to potential buyers. 

Currently, the U.S. has a technological edge over most of 
its competitors in clean coal technologies. However, consider- 
ing the progress that other countries are making there is no 
guarantee that the U.S. can bold its lead through the next 
decadei. 

Therefore, it is important that we move forward with thii 
prognun. It is important for our energy and environmental 
goals here at home and for our trading and international com- 
petitiveness goals oveneas. 

That’s the importance we place on this program That’s 
why we can’t afford to spend several years and several solicita- 
tions tryiug to figure out tbe best way to attract quality 
private sector participation in constructive partnerships. We 
need to know how to do that from Day One. 
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So that’s why we have asked you here today. Now. ob- 
viously, we can’t get this program moving while I’m up here 
talking. So I will sit down and mm more of my attention to 
listening. 

J. .4&n Wampkr ~0s - in as the D.z~t o~En.qy’s Assirvurr 
Smmay for Fossii Energy on Oc1& Ml986 He had hem nomimwd by 
PmddmI Ream on Au&w Z 1986 As Ass&an~ Secmayfor Fossil Energy. 
Mr. WmpkrmmulprhrDe pmmtou~coalpcrm(rrunmldnawI~~ 
s.?a?ch and &ve:0pmal pm&nmu as wu us the naim’s saorrgc PeweLm 
RaewmdNmniPmolNmandOilShoLRcnrvrr 
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l The concept of establishing key milestones as indicators 
of progress through a phase zero and the subsequent 
negotiation process was believed to be a good idea. 
These milestones would be mutually agreed upos as 
well as the consequences associated with failing to 
meet any such milestone. 

3. Several innovative ideas with regard to the procurement 
process were introduced and discussed: 

. In the tirst case, it wds suggested that DOE pick hvo or 
three times as many projects as it had funds to support 
Each of these projects would be of interest to DOE 
and would, in themselves, accomplish the goals of the 
solicitation Subsequent to the selection date, the 
industrial participants and DOE would begin to 
negotiate each project The fust project that 
successfuhy completed negotiations would be funded, 
the second project for which negotiations were 
successfuUy concluded would be funded next, and so 
on, until alI funds were used (i.e., a “tirst come, first 
served” approach). A number of possible difliculties 
associated with this approach were also noted and 
discussed 

. Alternatively, it was suggested that DOE support a 
phase zero ac6vity for many more projects than could 
be supported by the funds available. After a period 
specified in the PON for the formulation of the critical 
aspects of the projects, the projects again would be 
evaluated under predetermined criteria and a selection 
made of those worthy of continuation beyond phase 
zero. The winning projects’ total cost to the 
Government would then equal the funds available. 

4. The concept of a conditional commitment was introduced as 
a means of accelerating the negotiation procw. In this 
concept, both parties would agree to milestones as a 
measure of performance, with the failure to meet some 
milestones and/or other measure of progress resulting -51 
the unilateral withdrawal of the proposal by the industrial 
partiCipaIlt 

I 
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B. FINANCING 

1. An animated discussion was beld on how to get utilities 
involved without incrwing the cost of power to the 
consnmer. There was general agreement on the idea that 
the financing of the project mnst be sncb that tbe 
consumer’s rates remain unaffected. 

2 The utility perspr~c%e should be recognizcd in determining 
at shzing. These incentives must recogniz that there 
is not much demand for new power: 

. Some anxngements must be made that would protect 
the utility when there is a downward spiral of electricity 
costs. 

. Some inaxtives to the utilities are required that wonld 
kccpmastoftltcriskontbcDOEsideofthe 
-m-t- 

. When eomidering utilities and their minimal ability to 
accommodate rf& an innovative idea was intmdttccd 
and diwsed, whereby the overall project would be 
divided into: 

Low-s-upsuppoRedbytheutility.thatpartof 
theprojectmostsimilartothercguIarbnsincsofthe 
utility (ie, a boiler modihition, 3n admneed &as 
tuSne,etc). TbeutfiitywouldpurdtwandinstaU 
tbispartoftheprojcctsnchthatitamldbcintqrated 
andopvatcdwitlttbeHighRiskpartoftlteproj~ 
Winh-qpottedbyDobytbtpartoftlu 
pmjecttbatisthemostdeAopmcntaIincDnccptor 
3ppkation (ic. innovative gasifiel, new hot gas 
deatmp system, ett). I%e cqipmem would be 
desigq&instakdand~witbtheLowRisk 
seaionspntKore4lbythctttilhy. 
When imqrat@ the projcctwottld be opuatedjomtly 
bytbeutilityorothcrbdusufdaarticipantto 
3eamplir.h the gods of DOE 
Thisapproachwasamsidcrcdashavingabetterchance 
for the utilities to get fmxk andbt participate. 
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3. Very strong positions were voiced about the participation of 
the state public utility commissions (PVC) in the creation, . apphcahon or measurement of incentives for the utilities. 
In general, it was believed that since it is impossible to get 
all state PUc’s to offer the same or similar incentives, any 
participation on their part prejudices the competitive 
position of a utility and/or an industry located under the 
control of a non-participating state PUC 

4. Cost sharing should be on the basis of industrial 
participation at a minimum of 50% for the total project, 
not phase by phase. 

C.REPAYMENT 

1. Fkxibility in the mctbods or means by which the funds 
could be returned to DOE was a concept repeated many 
tiNe5. 

2 Ihe concept of conditional commitment was introduced as 
an idea for repayment that envisioned: 

. At the time of negotiation of the cooperative 
agrcernett~ the participant aempts the obligation to 
repay the Govcrnntcnt’s tin& according to the criteria 
speded in the FON (i.e., conditional commitment). 

3. 

. In signing the mnditiond commitmcn~ however. he 
resuvestbetighttoidentifytbeamotmtattdsourceof 
fundsatalaterdatewbenttumetitsoftbetcdmologv, 
suitability of markeG applicatiom. etc. are known It 
wras~tedthatingeneralthiswouldoccrYntheendof 
the project and at the start of the commerciaktion 

The itttpxt of the reqnkemcnt for kconomic d&pat& in 
the operaion of a utility on its ability to finance or repay 
the Government’s aharc of participation was discussed: 

. Representatives of the utilities suggested tbat DOE 
work for an exception to the PUC requirement for 
“camondc dkptitdf by those utilities that 3re 
participatinginadeancoalprojectandwhicb,asa 
ranI& may be paying a higher eos: for fuel from the 
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experimental facility and producing electricity at a 
higher cost than available to their system from orher 
sources. 

D. GENERAL COMMENTS 

Several additional general observations were made at various 
times during the discussions, inchtding: 

1. Some thought should be given to including in the PON a 
specitic category for industrial projects 

2 The decision to ftmd a project that further develops a 
foreign technology should be based upon the degree to 
which it pmvides new and usable information: 

. It was generally conduded that it is impossible to 
distinguish between U.S. and foreign iirms. 

. Even if you could make a distir&on, it probably would 
not be a good idea to cxdude foreign Cams or 
technologiu 

3. The DOE should distriite the &aft PON for review and 
comment before the Gal version is published 

4. Spong opinions were expressed against the idea of 
tightcncd emissions regulations as well as any approach that 
would attempt to blend suppmt for CCI’ along with some 
legidated decrease in the amount of allowable emissions. 

- 



4.2 

The Second Public Meeting 

TWOION IAIORKSHO~ I 

ST. LOUIS. MlSSoURl 
SEPTEMBER 3.1987 

I 



Summary Proceedings 

4.2.1 Discussion Workshop Number 1 

PUBLIC MEETING OF SEPTEMBER 3,1987 
ST. LOUIS, MISSOURI 

Howard Feibus, Chairman 
George G. Weth, Cochairman 

P 
session was attended mainly by representatives from 

power companies, state agencies, and universities, with 
only one major vendor available to represent the viewpoint of 
U.S. manufacturers. 

Dkcussions of proposal preparation time indnded several 
mmments on quaIi&ation criteria It was suggested that a 
minimum of 90 days was essential for prom preparation, 
eq&lIy if the qualiGation criteria were to be the same as 
or more stxingent than the Febmaty 1986 solicitation for the 
clean coal demonstration projects. It was also suggested that 
the quality of proposals would be increased if l2O days were 
allowed It stilI was the general feeling that even 90 days 
would be limiting it still would be di@iadt to arrange full and 
binding commitmems for teaming arrangements, and full 
tinandaI mmminnents would be nearly impossiile. One 
utility said Uncial plans could be discussed, but to issue 
bonds could take as long as 180 days after selection. Site 
availability and comminnents should not and would not pose 
any particular problem. ‘Ihe use of LewislDavis guidelines as 
part of the qual5cation criteria was more than acceptable to 
this group, provided it would allow repowering and grass roots 
plants as well as retrofit to exist& units. 

It was agreed that all projects should be at or near mmmer- 
cial size. However, DOE should not exhibit any partiality in 
selection based on size and that a broad range of technologies 
should be addressed One concern was expressed with regard 
to iinaucial commitments for large projects in that proposal 
costs estimates are accurate to no better than plus or minus 
25% and, therefore, mmmitmcnn should be on a phase-by- 
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phase basis. The requirement for cost sharing in each phase 
by project, and for preliminary cost estimates, may force some 
proposers to bid on the “high side” to ensure maximum DOE 
participation 

The discusion of informational requirements by DOE on en- 
vironmental impacts and market analysis resulted in two 
separate approaches: (1) the utilities felt that it was proper to 
supply the information based on their application, but DOE 
should do the overall analysti (2) the vendor felt that, while 
DOE should do the analysis, the vendors should also provide 
their analysis and market information since they can best es- 
timate the competitiveness of their technology. 

On the subject of patent and data rights for large business, it 
was suggested that DOE consider mechanisms to have 
waivers in place at or shortly after signing of the cooperative 
agreement for qualified participants. 

The tinal and most active disazsion area was repay- 
ment/recoupment The utilities voiced a concern that they 
and others would be very reluctant to participate in the 
program if required to repay with “net revenues” born opera- 
tions of the demonsnation plant beyond the operating phase. 
The DOE should remnsider repayment requirements to 
provide relief for regulated utilities because PUCs do not 
allow for demonstration plants in the rate base. The DOE 
should alsO take into consideration the fact that PUC regula- 
tions vary clrasticalJy from state to state and thus may limit the 
ability of many utilities to compete in this program- Utilities 
also expressed grave mncem with regard to being responsiile 
for the recoupment of vendors or subcontraaorj since they 
must then assnme a 6nancial burden for up to 20 years for 
contracts with these suppliers. It was stated that the respon- 
sibility of public iustitutions and not-for-profit organizations 
should be dearly defined in the solicitation as they, too, need 
relief from repayment provisions. 

The vendors expressed the point of view that it is unfair for 
them to have to asNme the entire burden for recoupmen+ 

money for development of a t&ology an: DOE should 
provide some allowance for these investments. It was sug- 
gested that DOE reduce the percent of repayment or at least 
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delay implementation of repayment regulations until the ven- 
dors have recovered all or part of their investment. They felt 
that a succcssfu1 program with its inherent economic and en- 
vironmental advantages would be the real payoff to the public. 

In any event, it was unanimously agreed that if recoupment 
(in whatever form) must be part of the solicitation, it should 
be kept as it was in the previous CCT FQN, that is, not part 
of the evaluation or selection process. 
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4.2.2 Discussion Workshop Number 2 

PUBLIC MEETlNG OF SEPTEMBER 3,1987 
ST. LOUIS, MISSOURI 
Joseph P. Strakey, Chairman 
Gay E. Voelker, Cochairman 

There was a broad cross section of participants in Workshop 
2, including representatives from coal and lime suppliers, 

state and federal government, utilities, universities, equipment 
suppliers and developers. 

The initial discussions concerned the solicitation qualikation 
criteria and the appropriate amount of time to prepare a 
proposal. Diiions emphasized that a considerable amount 
of time is needed and substantial msts are incurred in order 
to have tinal teaming arrangements through legally biding en- 
tities prior to selection. Detailed discussions were also mn- 
duaed mnceming site requirements (i.e., lease, options, etc.), 
and the necessity to have a site available prior to submission 
of a proposah 

Also, lengthy discussions were held concerning what evidence 
of Snancial mmmitments could be reasonably provided prior 
to being selected by DOE. 

The consensus was that the CCT-I Qualjfication Criteria were 
reasonable and appmpriate for a 60-90 day proposal prepard- 
tion period (preferred option). On the other hand, if the 
qtditication aiteria were more restri* then a significantly 
longer proposal preparation time would be required (six 
months to a year). A “phase zero” concept was &mssed. 
Phase zem would begin after projea selection and brief 
negotiations. It would be limited (in time and money) and 
would include some design and economic evaluatios and also 
permit the offeror to linahze his financial mmmitments and 
the specifics of his business -gemems. At the end of 
phase zero, if specified milestones have not been achieved, 
the entire project would be terminated. DOE and the offeror 
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could cost snare in thin phase. Discussion indicated that a 
phase zero approach could enhance the ability to get the 
projects under way. With regard to the overall timing of the 
solicitation, one participant emphasised the need to provide 
the evaluators with adequate time to evaluate the proposals. 

The selection criteria to he used for ICCI were discussed. 
The applicability of the L.&s/Davis criteria and other 
criteria, including environmental and business faaors (par- 
ticularly financial), were discussed. It was recommended that 
more emphasis be placed on Gmncial factors in ICCT, since 
the primary purpose of the program is to develop nmovative 
clean coal technologies It was emphasised that DOE should 
not discourage innovation. It was noted that, if we follow 
LewisJDavis- type criteria, it would be difficult for the mm- 
panics themselves to predict reductions in transboundary pol- 
lution. They preferred that DOE perform the calculations, 
and provide published information on the methodology that 
will be used to calculate transbotmdary reduction potential 
from existing sources. The participants felt that they were in 
the best position to estimate the economic potential of their 
process. 

The discussions mncerning recoupment mncluded that 
recoupment and/or repayment from “profits” was a 
reasonable, appropriate concept; however, it was remm- 
mended that flexibility be provided in negotiation of the plan 
with respect to when the details of repayment are specified, 
when the payments are made., etc Nevertheless, the govem- 
ment would eventually be repaid if profits resulted fiorn the 
endeavor. 

There was some discussion about the need for price guaran- 
tees for projects where coal would be competing with natural 
gas., recopking that price savings for natural gas are likely to 
be greater than fluctnatiom in coal prices One participant 
recommended that special consideration be given in cost shar- 
ing and remupmentprovisions for such - to reduce risk in 
the event of declining natural gas prices. 

In-kind cost share provisions of CCI-1 were deemed accept- 
able by the participants. The participants d&cussed the merits 
of a different percentage cost share for retrofit vs. repowering 
projects. However, the cost sharing provisions in CCT-I were 

- 
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thought to be appropriate for ICCT because of the competi- 
tive nature of the program. The offeror should be expected 
to use his best judgment and make his best offer since a 
higher cost sharing percentage is likely to increase the 
likelihood of award, all else being equal. 

I 
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4.3.1 Discussion Workshop Number 1 

PUBLIC MEETlNG OF SEPTEMBER lo,1987 
PITTSBURGH, PENNSYLVANlA 
Joseph P. Strakey, Chairman 
Richard R. Santore, Cochairman 

The workshop included a broad cross section of interests in 
the Innovative Clean Coal Technology program including 

representatives from several companies that had submitted 
proposals in response to the first Clean Coal Technology 
dicitation 

The initial dlsdom focused on the potential role of in- 
dustrial projects ln the ICCT program Recognising the pur- 
pose of the program proposed by the Administration and ar- 
ticulated by Assistant Secretary J. AIlen Wampler and Deputy 
Assistant Secretary Jack Siegel in the opening plenary session, 
several attendees in the working group stressed that industrial 
participation could play an important role in developing the 
&in coal technologies that will ultimately result in reduc- 
tions in tramboundary transport of SO2 and NGx. It was felt 
that phased projects could be constructed that include testing 
at industrial sites These sites can have utility type boilers in 
the 100 MWe or larger class, and may offer more flexibility 
for test& with the ability to react more quickly than a utility 
which has as its primary concern reliability of power supply. 
This is especially true in the early phases of a project. The at- 
tendees hoped that the program would accommodate this role 
for industrial participation 

The utility representatives emphasised that such industrial 
projects should include the participation of a milky in the 
early phases so that the information appropriate for utility 
de&ion makers is collected They also felt that ultimately, 
before multiple units are ordered for installation at utilities, a 
utility-based demonstration would be needed where process 
reliability could be evaluated in a utility setting. 
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In a discussion of the “select use of natural gas,” one attendee 
expressed a view that the goal of emission reduction should 
be considered in its broadest Sense, and then “select use” 
projects could contribute signi!icaotly, especially since they 
will be economically attractive. 

Qualification criteria were discussed in relation to the time 
needed to formulate a project a&prepare a proposal. The 
group generally felt that if the qualification criteria were the 
same as for the first Clean Coal Technology solicitation (CCT- 
1). then a 90-day proposal preparation period was reasonable. 
A fairly strong view emerged that 60 days was not enough. 
One attendee noted that when the difGculties being ex- 
perienced in rapidly closing negotiations (14 months) are con- 
sidered, allowiog another 30 days at the “front end” will be a 
good investment of time with regard to getting the agree- 
ments signed more quickly. 

If the qualitication criteria are sigoi&aaUy tightened by re- 
quiring legally binding teaming arrangements to be in Place 
when the proposal is submitted, or by requiring contractually 
binding “host site” agreements or more deiinite project Ganc- 
ing, then the time needed to get a proposal ready increases 
dramatically. In this case, a period of six months is probably 
not enough. It could take over a year for a larger project. 
One attendee who was awarded a cooperative agreement 
under CC%1 noted that it took five months to move. from 
host site commitment letters from utilities to host site con- 
tra* even though the utilities were not &axially participat- 
ingintheproject 

Approaches were sought that could shorten the overall time 
from issuance of a solicitation to the beginniog of consmx- 
tion of the demonstration lhis discusion centered on the 
“phase zero” concept Phase zero would be defined as a 
project development phase. Proposal requixements would be 
essentially the same as for 0X-l. After selection, a brief 
negotiation period (a few months) would bring the parties 
into phase zero of the cooperative agreement. The par- 
ticipant’s finankg and teaming arrangements would have to 
be firm for the phase zero portion During this project 
development phase, the participant would final& the project 
&taming, teaming agreements and host site contracts for sub- 
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sequent phases 1, 2, and 3. He could do some limited design 
and costing work necessary to secure the project ffnancing. 
He could also begin working on the National Environmental 
Policy Act @EPA) requirements. DOE and the participant 
would cost share this phase at a predetetmined ratio. There 
would be established milestones, especially with relation to 
project financing. If, at the completion of phase zero, the 
Penancing, team, and site arrangements were not in place, then 
deselection would occur. 

This concept received strong endorsement from the atten- 
dees. In diswsing the time and dollar limits for this phase, 
an estimate of lO-15% of the total project time and 3-5% of 
total project cost was offered by several attendees. Naturally, 
they suggested that they would like. DOE cost participation 
during phase zero to be as high as possible. 

With respect to phase zero milestones, a suggestion was of- 
fered that a Project Evaluation Plan be required as was the 
case for phases 1.2, and 3 of CCT-1. The plan would be re- 
quired 30 days after selection and include the milestones. 
After acceptance of the plan, it would be incorporated into 
the cooperative agreement. At the end of phase zero, the par- 
ticipant would submit a fimd evaluation report addressing his 
success (or lack of success) in meeting the objectives and mile 
stones of the plan and would also submit a continuation ap 
plication for phase 1 work. At this point, DOE would make a 
“go” or “no-go” decision. 

The attendees expmssed the view that phase zero could help 
them considerably to secure the project financing and manage. 
me-m commitment needed for a large project and would sig- 
niiiwntly accelerate the program. 

In the event that a phase zero is not used, the attendees 
generally felt that negotiation milestonea were desirable. 
They felt that some flexfbilfty is needed for interim mile- 
stones. Missing these milestones could probably not be used 
for deselection and all projects would probably have to be car- 
ried until the 6nal “drop dead” date when deselection would 
-. 

The group views on foreign involvement in the program were 
mixed. It was recognised that it would be diKcult to define 
and exclude foreign technologies. One participant stressed 
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the need for jobs in the U.S. and felt that the demonstration 
should be located in the U.S. and use U.S.- mined coals and 
that the majority of the equipment should be fabricated in the 
U.S. A few participants suggested that performing one part of 
the demonstration outside the U.S. might serve U.S. interests 
since it can, in some instances, offer the cheapest and quickest 
way to test a certain technology, especially if there has been a 
lot of background testing in other courttries. In this ca!ie, it 
could be cost effective for U.S. companies to “buy into” this in- 
formation 

Recoupment (repayment) of the government’s investment in 
the project provided a lively topic for discussion. There was 
general agreement that repayment of the government’s invest- 
ment in the project (without interest) from profits was a valid 
concept. However, the unique position of the regulated 
public utilities in this regard was bigbligbted Even if the 
utility gets its portion of the project included in the rate base, 
it is vimtally impossible to get the DOE portion included. 
Furthermore, the “prudence” issue threatens the inclusion of 
the utilities portion 

Various approaches to lessen the impact on the utility sector 
were discmsed It was felt tltat it would serve no useful pur- 
pose for the recoupment provisions to be waived by statute in 
the event that a wility made a good faith effort to indude the 
entire project in the rate base, and the state PUC then denied 
it The PUC would be fully aware of this provision, and its 
denial by the PUC would become a self-ful6Uing prophesy. 
The attendees, espe&ly those representing utility interesta, 
felt that the best approach consistent with the national inter- 
est was to exempt utilities from recoupment. They did not 
feel that exemption from recoupment would be needed from 
the profits generated from the subsequent sale, lease, use or 
licensing of the technology. The attendees strongly stressed 
the need for DOE to clarify its approach to recoupment as 
soon as pomtble. since corporate executives are very con- 
cerned with this issue and must know the policy before they 
will commit to a project 

Possible evaluation criteria were dixussed, especially the 
criteria suggested by the Special Envoys (Lewis/Davis) report 
One attendee felt that it wils especially important to _ xognize 
the potential contribution that a repowering project could 
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make toward both long-range reductions in emissions and to 
lower rates to the consumer resulting from increased electri- 
cal output from a unit 

On the subject of the proposal information requirements that 
would be needed to evaluate the Lewis/Davis criteria, the at- 
tendees noted that they (rather than DOE) were in the best 
position to supply the information on the economic potential 
of their project in dollars per ton of pollutant removed. DOE 
would have to dearly speci$ the assu+tions to be made in 
the economic analysis. To estimate total potential reduction 
in transboundaty transport, the attendxs expressed concern 
that there was little agrement on the accuracy of various 
models for calculating long range transport. They noted the 
complication introduced due to economic dispatch which 
could place tbe retrofitted unit at tbe end of the dispatch 
order, resubfng in both higher total costs and higher emis- 
sions They felt that the utility could, if nv, supply in- 
formation on how ewnomic dispatch would affect their syr- 
tern when new technologies are introduced 
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4.3.2 Discussion Workshop Number 2 

PUBLIC MEETING OF SEPTEMBER 10,1987 
PITTSBURGH, PENNSYLVANlA 

C Lowell Miller, Chairman 
Paul R Wieber. Cochairmar~ 

A SOLICITATION PROCESS 

Each of the various steps in the solicitation proms beginning 
witi anticipated congressional guidauce through the selection 
of the pattidpsn~ was dkussed The positions taken on the 
major points were as follows: 

1. General agreement was reached on the importance of 
having adequate time to prepare the proposal and on 
idenfi@ng procedures to make the stlection process more 
responsive to the needs as well as the resourq of the 
industrial participaxttz 

l Opinions expressed about the timing allowed for the 
preparation of proposals were unauimous in identifying 
9Odaysastheminimumlengthoftimerequired Itwas 
gaerally believed that allowing more time for the 
preparation of proposals would actually result in 
shortening the overall process leading to the signing of 
the cooperative agreement 

. ‘Ibue was little, if any, concern expressed about DOE 
making too much time available for the proposal 
preparation and evaluation process. The addition of 
one or two months to the process (ie. 11 instead of 9 
months) wwld sign&ar~tly iucrease the quality of the 
proposals and would allow DOE to consider more 
imaginative approaches in structuring the Program 
Opportunity Notice (FON). 



Chapter 4 

2. The concept of a two-phase selection process was presented 
as the most suitable approach to the proposal preparation and 
subsequent evaluation process: 

. The first phase would be a qualikation step used to 
significmtly reduce the number ~of potential 
participants to those with projects and capabiities that 
would have a good chance of becoming one of the 
finally selected industrial participants. Only those that 
qualikd for the phase-two step would be asked to 
mmmit the mrporate resources necessary to prepare a 
detailed proposal. 

. Two examples of the successtX use of the, two-phase 
selection process were suggested to the group for 
consideration, i.e., the procedures used by the State of 
Ohio’s Coal Development Office and by DOE’s Solar 
Energy Resrqrclt Institute. It was observed that the size 
and nature of the projects being submitted to the Ohio 
Program were similar to those of interest to the ICCT 
~ogram 

3. The two-step pr- of responding to the ICCT solicitation 
would inch& the use of di&rent criteria for each of the 
hvo phases of the selection pr-: 

. llte qualikation criteria used in the East phase should 
be made more reshictix However, it was streswd 
that particular attention should be paid to the bade-off 
between the number and type of qualikation criteria 
used and the amount of time and money that would be 
required for the industrial participant to respond. 

. These criteria should be mfKcient to determine that 
tbemmpanyisqmdifiedandmmmittedtotbe 
Program and that the techno&y is appropriate. has 
good market pote.ntiaI, and is developed to the poiut 
that it satisiies the requkment for pre-commercial 
capability. However, the qualikation criteria should 
not be used to the degree that the potential participant 
is, in effefecr, being asked for two detailed proposals 
(e.& a qualitication proposal and a sekction proposal). 
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The goal should be to bave the principal costs of 
submitting a proposal paid by those potential 
participants that are competitive, that have projects 
closely matching the objectives of the procuremen& and 
have a good chance of being selected. 

. It was suggested that DOE might be able to originate a 
check-off list method of performing the proposai 
qualification step. The check-off list would consist of a 
number of focused questions that would either require 
a “yes” or “no” response or some intermediate 
procedure that would permit establishing a degree of 
responsiveness. 

. In subsequent discussions of specific criteria that might 
be used by DOE to achieve its policy and 
environmental goals, a number of specific suggestions 
were proposed: 
- In evahahg tbc wvironmataI nw.rits of competing tvhnologics, 

thcurcofdotla&oaofpollutantrcmavedsbauld.otbe 
mnsidacd as P suitable mcantremct~~ 

- Thcca&lilydtheproe&tc&wbgyto-vtbc.thsOaad 
IQ sboldd be Wosidud 

- stt&aituiaar-wmpc~,,apandedof 
cd,wMomic~etr,shouldkw~ 

- someaitaiwtbat- tbCkglStOWbidl~~pmjcd 
cnnuiiutatoUS.~xunityshouldk~ It 
=.SohrervcdtiUS.ceagyXUUilyk%impar(ant~thC 
rtduction of acid rnin F- skould t&uctuded that 
ilqkmwtwIwoftbc-wdatiompr~edbtuu 
recuttDOErcportcmaeqzysc&ty(e~tkec~nbibution 
tbzdtkptvpcdt~~willmakecopnwidingllecdcd 
- .mppIks in E95, zmo). 

- whiIctbefoatsoftbissolicitationbo.rctJusttwbwIogier, 
UitcriaSbddwtprobibiltbCzUbUdSSiWWdegd 

’ tioaoft~~fornewol’grrumors’ 

-crkeliasbaddkprcdthat-equal ‘4 . for 
itbdmidpro~ 

- TkeDOE&o&tdarlydu%etkeiufamation aadedfor.or 
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bcchw@ to s&c tbbc p&km of acid rain io tic future. and 
ml a - by rbicb to achieve .bnnKdiate reduclionr io 
vambnmduy(nnrpa(~Pouuunu. 

B. IWGOTIA’TlON PROCESS 

Anention was focused on many of the issues that have 
delayed negotiation of the projects in the first solicitation 
Comments included: 

1. The issue of mst sharing generated considerable discussion 
and was mnsidcred by all the attendees as the feature of 
the Program that has the most impact on tbe potential 
industrial participants’ decision-making process, and their 
ability to put together a suitable proposal and be 
responsive to tbe negotiation pmce.5s. While it was 
mnceded that the 5CYSO govemmenrliDdustty mst sharing 
concept would be a requirement, a number of specitic 
suggestion were made: 

l The cost sharing feature is most diftimlt for small 
mmpanies with very limited resources, such that some 
accommodation should be considered. 

l Cost sbaring should inmrporate the mncept of a sliding 
sale or varkible percentages for the industrial 
participant and DOE that muld remgnize siae of 
mmpany, degree of risk iwolved, type of techno&, 
apphatio~ etc 

. ‘LbemnceptofM/50mnsbaringineachofthephases 
of the project should be reevaluated, with the goal 
bemg to permit vatying percentages of mst sharing for 
the individual project phases while achieving a SO/50 
cost Sharing goal for the wetall project 

l Some tbtxtght should be given to mtablishing a method 
for allowing previous research and development 
mpmses to be mnsidercd as a mmpooent of mst 
sltarhg In exchange for such mnsideration, the 
Government might negotiate greater rights in data 
and/or patents (e& background patents) 
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. The general idea was endorsed of greater flexibility in 
what is permitted BF allowable mnnibutions toward 
mst sharing. 

2. The process of negotiation and bow best to proceed in order 
to reach mutual objectives in the most efficient manner 
were considered at length: 

. The mncept of using milestones as a measure of 
progress in moving from project selection to signing of 
the cooperative agreement was considered to be a good 
idea However the conditions under which . 
negotiations would be terminated should be clearly 
de6ned in the PON. Endorsement was given to this 
milestone approach, but it was empbasized that DOE’s 
intent should be described in the solicitation document. 

. The conditional mmtniunent concept was also raised in 
mujunction with the idea of allowable pre-award costs. 
It was a general opinion that introducing pre-award 
costs as an allowable expense during the fact-6nding 
and/or project formulation stage would signifhntly 
increase the speed of the negotiation process through 
an increase in the amount and quality of data made 
available to DOE iu the early smges of negotiation 

3. The idea of incentives being made available by individual 
state PUC’s was discussed and the following positions 
were stated: 

. It was agreed that DOE should not give favorable 
treatment to projects that may have other incentives 
provided to it by a state PUC The idea of DOE 
keeping the “playing field level” io its qualification and 
evaluation criteria was considered essential. 

- It was observed that not only does DOE have no 
control of the State PUC’s and their ability to modify 
and change proposed incentives at any time, even the 
boards of many state PUC’s do,not have that control 
It was noted that the action of any prexious board may 
not be binding upon the incumbent board 

. It was a majority opinion that DOE should Iook for 
other ways to provide incentives to get utilities to 
participate. 
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C. REPAYMENT PROCEDURES 

The discussions of repayment clearly reflected the differences 
in attitudes on the parts of the representatives of industry and 
the utilities: 

1. While it was recognized that the electric utilities are a 
regulated industry with specific problems when required 
to repay the Government contribution, the 
representatives of equipment suppliers noted the need to 
guard against the utilities and/m DOE shifting the 
repayment burden solely to thea Representatives of 
industry noted the need to treat all participants equally 
aud to look for imaginative, more flexible, ways to 
generate funds acceptable to the DOE repayment 
proviiions. 

2 An idea was proposad that would couple the cost sharing 
provisions to the repayment provisions in which the use of 
an irrevocable letter of credit was envisioned. This letter 
of credit would permit the funding to vary in each project 
phase according to the participant’s ability to provide the 
funds, but it would commit him to the SO/50 obligation for 
werall costs. 

3. The use or application of any revenues generated during the 
project should be left solely to the decision of the 
industrial participant with regard to repaytnent of the 
Government’s funds. The attendees from the utility sector 
stressed the importance of the utility being able to 
mntinue to use the facility after tbe operational phase of 
the project without having to mnsider the revenues 
generated as a source of repayment funds. 
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4.3.3 Discussion Workshop Number 3 

PUBLIC MEETING OF SEPTEMBER lo,1987 
PITKSBURGH, PENNSYLVANIA 

Gary E. Voelker. Chairman 
Jerry Pell, Cochairman 

The following disussion summarizes the issues and concerns 
that were discussed in the workshop, in chronological 

order. For each subject, a brief overview is provided, of the 
audience’s comments and opinions, followed, where ap 
plicable, by the majorin/ or mnsensus remmmendation to the 
Department of Energy. The workshop chairman initiated the 
dialogue by reviewing the five subjects of particular interest 
that were presented in the &&&&g&c notice of the 
public meetings, and then went on to consider the additional 
issues and concerns that arose in the prior public meetins 
and those that were introduced by attendees at the workshop. 
Qualificz&on Criteria; 

Would it be useful to adopt more stringent qualification 
criteria, whereby proposals could be “screened” early in tbe 
evaluation proce& with the weaker proposals removed from 
further consideration, i.e., not allowed to mtttinue to mm- 
prehensive evaluation? There was much discussion about site 
availability, and the degree of mmmitment that should be re- 
qulred, with many expressing the view that a letter of intent 
would be more appropriate than a legally binding agreemenf 
However, it was acknowledged that the identi6cation of the 
she was an important consideration in the evaluation process, 
in the sense that the quality of the proposal may be closely re- 
lated to the site chamctetistim. 

RECOMMENDATION: For site availability, a letter of intent 
is an adequate qualiication requiremenf 
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It was generally felt that teaming arrangements were time con- 
suming to consummate, and should not be required in the 
form of firm legal entities for purposes of qualification. Addi- 
tionally, the previous requirement for certification of at least 
50% cost sharing in each project phase was viewed as an ade- 
quate qualification criterion, As discused below, there was a 
great deal of discussion on financing. and agreement was 
reached that a qualitication requirement of evidence of firm 
6nancing would be overly burdensome. 

RFCOMMENDATION: In general, the qualification criteria 
used in tbe earlier solicitation (Program Oppormnity 
Notice [POW of Februuy 17.1986) are reasonable and 
adequate. In partic&r. establish “hard’ requirements for 
evidence of 6nancins etc. as part of the evaluation 
process (see below), but not as a qualification criterion 

Two-PhaJc . . . . 

A great deal of dkxssion ensued on the subject of the 
solicitation smmure itsc& in terms of whether a two-phase 
solicitation would be preferable to the standard single- 
proposal approach. In a two-phase approach, offerors would 
be requested to submit a preproposak on the basis of which 
candidates would be esaluaud and screened; only tbcse 
projects deemed adequate (based on as-yet unidentified 
criteria) would be invited to submit the second-phase 
proposals for comprehensive evaluation leading to ultimate 
selections for awards. Some members of the audience felt 
that the phased solicitation approach used by the State of 
Ohio was desirable. and that offerors could save sign&ant 
preparation costs by this appach It was noted. however, 
that Ohio has been requiring 34 months for the first phase 
pr- 
An additional aspect of imcrest was the point that electric 
utilities are reeeivin g large mtmbes of requests kom quip 
mem vendors, etc, for a- to tbeii plants as demonstration 
projcn sitn. and that thy were having some di5Zculty with 
judgiag the prospezn If a twr~pbase approach were 
employed, then proposals rejected in the first phase would 
“free up” sites for phase-two offerors’ consideration. 
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V&b regard to the contents of a potential first-phase submit- 
tal, some thoughts were offered that included a detailed tech- 
nical description of the proposed technology, and an outline 
of the plan for securing project financing (offeror’s cost 
share); additionally, some basic environmental information 
would be appropriate. 

Consideration of the possible timing of a two-phase approach 
brought forth the view of a number of attendees that proposal 
preparation is already underway among the more serious of- 
ferors; interested parties are not waiting for the actual solicita- 
tion in order to commence planning, etc 

RECOMhlENDATION: At least in principle, the two-phase 
solicitation approach is preferable, for the offerors, 
compared to the standard single-proposal approach. The 
following time frame appears reasonable and appropriate: 

l Issuance of solkitatiom 60 days after legislation 
enacted. 

. Preparationkubmittal of phase-one proposal: 30 days 
after solicitation. 

. DOE evaluation and response to offerors 30 days 
atier proposals received. 

. Preparation/submittal of phase-two proposal: 60 days 
after DOE not&&on 

. DOE evaluation and selection of sttax~W proposals: 
90 days after proposals received 

. Total time elapsed: 210 days from legislation to 
selectfon 

N&S 
- In a tcaphau appmack tk prcproporJ dcrrncc should be 

sddukd de the prepa period for the .uzcnd-p&e 
pmpcvsak (bemen the 121st and 1FXnb days). 

-The L4zesoak ailuia are probably appropriate far use in the 
praa5ofscre-eningthepbasc-onepre~ic,u(oned 
the) aituia for proposal l+ction/ aoecpunce. 

~valoarion Criteria: 

Evaluation criteria were major subjects of discussion with a 
number of views expressed on a diversity of aspects. Innova- 
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tion was stated as a criterion that should be of signibcant im- 
portance. Marketability was also noted to be an important 
criterion, and one that would help to ensure that a few expen- 
sive projects would not consume all of the available funds to 
the detriment of smaller projects; presumably, the more ex- 
pensive technologies would be applicable to fewer plants, 
thereby scoring lower on commercialimtion potential, as op- 
posed to less expensive technologies with widespread ap- 
plicability. However, the difficulty of assessing marketability 
was noted. 

An important evaluation criterion to emphasise - more than 
was done in the previous PON - is project financing, accord- 
ing to the attendees. However, the group stressed that financ- 
ing could be confirmed by formal agreements much more 
readily subsequent to proposal selection by DOE than as part 
of proposal preparation. Accordingly, the group felt that firm 
financial commitments should not be required in time for LX- 
ecution of cooperative agreements, but rather during some 
short period (not defined) thereafter. However, offerors 
should be required to clearly indicate how they propose to ob- 
tain financial commi~ents, and how the fbsan&l package 
will be “retired” including the prospective revenue stream for 
tbe project In terms of formal proposal evaluation (scoring), 
there was general agreement that the financing aspects should 
be given about equal weight as the technical proposak 

The attendees were in agreement that the solicitation should 
provide for projects to be deselected at some fixed interval 
after initial proposal selection if negotiations leading to 
cooperative agreements were not proceeding satisfactorily 
they emphasized that inadequate progress toward obtaining 
Chancing was an eminently appropriate basis for deselection. 
A reasonable “go/no-go” point after selection was 90 days, 
many attendees believed. Items to measur e would include 
revenue stream pmvision$ financial plans, and letters of in- 
tent. Furthermore, the Innovative Conuol Technology Ad- 
visory Panel (ICT’AP) should be expanded to include mem- 
bers with specific expeItise in tinance. 

The Lee aitexia were discussed, and some concern 
was expressed that absolute adherence could result in tbe ex- 
elusion from the solicitation of a number of good projeeo. 
The solicitation should accommodate, according to the atten- 

90 
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dees, both retrofit projects and new “greenfield” projects as 
long as the technology is applicable to existing facilities. Addi- 
tionally. it was felt that other applications, additional to 
electric utilities, were legitimate and appropriate for the 
solicitation, including syothetic fuels from coal, and industrial 
projects if it could be shown that they would eventually result 
in reduced emissions. Additionally, projects at western sites 
should be considered on the basis of the applicability of the 
technologies, rather than directly on their compliance with 
some of the acid rain-related criteria. 

Finally, a number of the attendees felt that the cost-effective- 
ness in terms of pollution abatement capability of the technol- 
ogy, and the marketability, should be determined and 
presented by the offerors as parts of their proposals, based on 
the guidance provided by DOE in the solicitation (assump 
tions, projections, em), and that su&ient documentation 
should be provided to allow DOE to evaluate the merits of 
the proposaW claims. 

RJZCOMMENDA’IlONS: Stmss teehnieal imtotition and 
marketability of the demonstrated technology as 
important evaluation criteria 

Enhance 6nancing as an evaluation criterion to weigh it about 
equal in importance to the technical aspects of the projea. 

The solicitation should provide for pmposal deselection if 
negotiations do not proceed at a sat&&tory pace 
subsequent to selection by DOE. An especially valid 
baris for deselection would be lack of pmgress toward 
obtaining project Gancing; also imporrant would be the 
execution of teaming arrangemen& if any. 

The Secretary of Energy. through ICfAP or otherwise., should 
have the benefit of quality linancia! espert advice, in 
addition to teelmical advice. 

The Lewis/Davis criteria should be implemented cautiously in 
order to avoid precluding consideration of meritorious 
projects, including industrial (non-electric utility) projects 
and synthetic fuels production The solicitation should, as 
in t&e previous PON, emphasise progmm policy factors 
that ensure a diversity of applications, technologies, and 
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locations. Thin should include projects that are applicable 
to reductions of sulfur diotide and oxides of nitrogen, 
including technologies that would produce coal-derived 
transportation fuels with the potential of reducing oxides 
of nitrogen emissions from mobile sources (automobiles, 
etc.). 

Marketability of proposed technologies, and their ability to 
comply whit criteria such as the cost-effectiveness of 
poUutant removal, should be presented by the offerors as 
part of their proposals (and evaluated by DOE based on 
proposal downentation). However, derailed 
enviromnental data and analyses should be required not 
as part of the proposals, but, rather, subsequent to 
selection by DOE. 

Some of the attendees were concerned that Government SO% 
cost sharing might not be adequate to support flue gas 
cleanup projects bemuse of the absence of certainty of market 
demand and the rhk associated with the project Accordingly, 
the availability of 6nancing support for such projects might be 
sczma?. 

RECOMMENDATlONt Consider greater incentive for flue 
gas deannp projects by irxreasing DOE cosr sharing to 
exceed 50%. 

Mast of the discussion on this subjcet focused on a nvo-phase 
solicitation approach, as &cussed earlier. However, if a 
single solicitation were issued, the attendeea stressed that at 
least 90 days should be afforded to proposal preparation and 
snbmittal. 

RFXOMMENDATION: For a conventional (single proposal) 
solicitation allow at least 90 days for proposal preparation 

JUEPA Reaoirem~ 

The attendees seemed to agree that the National Environmen- 
tal Policy Act @EPA) requirements (ie, “NEPA &ate@) 
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of the previous PON were reasonable and appropriate. 
However, they agreed that detailed environmental informa- 
tion should be requested post-selection bccauae of the difficul- 
ty associated with the gathering of data. 

RECOMMENDATION: Require detailed environmental data 
and analyses for purposes of satisfj4ng NEPA needs after 
selection of the proposal by DOE, rather than in the 
initid proposal. 

&g&tow IncenSves: 

A great deal of concern was expressed with regard to favoring 
projects in states that offered regulatory incentives, because of 
the inabiity of the offerors to innuence such considerations 
or. in some cases, to gauge the nature and degree of snch in- 
centives, or lack tbereoc in states tbat they may wish to con- 
sider for project sites. Other concerns cxprcssed were that 
there are only a limited number of appropriate (retro6ttable) 
sites in the first place, and that incentives considerations 
would serve only to reduce that number fmtber. that states lo- 
cated prims&y in the nortiieastern part of the country, that 
may offer sudt incentives, are the states that least need addi- 
tional eIectric power, and that offerors camrot predict in ad- 
vana how a state utiIity annmision may react to a future 
project with regard to agreeing to provide sncb regulatory in- 
ar.ttives. AIso, much amarn was espressed about how such 
a consideration would affect or bc appikble to industrial 
Weas. 

RECOMMENDATION: The sdicitation should not favor 
projects located in stats that offer regulatory incentives 
to dean coal technologis 

The attendees agrad that recoupmant or the Government’s 
cost share, born fatare profits upon condusion of the 
demonstration projects, is reasonable and appropriate. 
However, electric ut&ies, because of theii regnlatcd nature, 
should not be required to reimburse the Government from 
aontinaed operation of the demonstration projects However. 
s&sequent commerdalhtion of the technology would bc an 
appropriate soura of revenue from which to reimburse tlte 
Government 
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RECOMMENDATION: Provide for recovery of the 
Government’s cost share from projects that are successful 
but reimbursement should derive from profits subsequent 
to the DOE-supported demonstration projects. For 
regulated electric utilities, reimbursement should not be 
required from continued operation of the project beyond 
completion of the demonstration. Fiily, the 
recoupment plan should permit Qexiiility of terms. 
payback.schedule, etc 
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4.3.4 Discussion Workshop Number 4 

PUBLIC MEETING OF SEPTEMBER lo,1987 
PITTSBURGH, PENNSYLVANIA 

Howard Feibus, Chairman 
George 0. Weth, Cochairman 

P workshop induded a good mix of electric power com- 
panies and vendors who were able to portray the viewpoint 

of both the technology user and supplier for the utility sector. 

The initial diswsion focused on qualification criteria There 
was general agreement that the criteria should be revisited by 
DOE to ensure that only those proposals that are ready and 
able for demonstration are accepted for formal evaluation. 
However, the criteria for financial commitments should be 
limited to letters of intent and an overall tinancial plan. 
There were several wnatns to support this p0sitiOrx (a) this 
would impose problems for small companies; (b) this may 
eliminate state participation in project. as they need time to 
fully evaluate their status when DOE amrounces selection: (c) 
due to the complexity of large projects and time allotted for 
proposals, only letters of commitment could be obtainedt and 
(d) 6nal6nancial commitmentbypatticipantsand iweslors 
will be predicated on DOE’s selections for negotiations and 
awad There was a unanimous plea from the participants to 
allow a minimum of 90 days for the preparation and submis- 
don of their proposals Some of the utility panel members 
mentioned that the decisions to participate, with whom to par- 
ticipate, and which site to select, are compkx and time con- 
suming. 
The subject of proposal preparation time led to a d&&on 
of variations of a phased solicitation process. The simplest 
would be a two-step process by allowing 30 days to respond to 
the qualification prm and, once projects are quaJified 
(“short-listed”), allow an additional 60 days for “best and 
Gals.” T%is may allow some to strengthen financial commit- 

- 
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merits, as investors would have more confidence of success. 
Another suggested variation on this was that, once having 
completed the formal evaluation, DOE should award con- 
tmcts on a “6rst come, first served” basis. This would put a 
sense of urgency on those competing to f&ill all procurement 
requirements nectary for negotiation and award. It was 
generally agreed that if the selection and award process were 
to be similar to the initial clean coal solicitation, then DOE 
should consider a phase after sekction which would allow for 
some form of cost sharing for pre-award costs and be limited 
by definite milestones and schedules, is, a conditional com- 
mitment 

There was a recommeodatioq by one of the succemful par- 
ticipants in the initial solicitation for dean coal demonstra- 
tion, to streamline the pre-negotiation prooess, thus save the 
project valuable time, as well as saving the patticipant the ex- 
pendihtre of funds which are not recoverable. The participant 
strongly suggested that the PON should dearly ideoeify techni- 
cal requirements for evaluation and award and should abo be 
atntctured to dearly identify the procurement requirements 
nxemaryforaward 

Several of the members in this workshop agreed that the 
SO/SO cost share on a phase-by-phase basis was a burden and 
that it would be easier to attract team members if the 50/50 
cost share were on the overall project However, the group 
was not able to suggest an equitable SO/SO cat share arrange- 
ment if the project were terminated after the design or am- 
structioo phax. This precipitated a dbatssioo on recoup- 
ment/ repayma based 00 net reveows from wothed 
operation of the demonstration plans eape&Uy for retrofits 
gcS~Qh~r$dfor emisfion~redudio4 but not neassari- 

or modeamton aspecu. A utility repre- 
scmtivesaidthatacim&ack torepqme.ntisthatitresults 
in the loss of potential participants- He mentioned that his 
company.inpattiadar,decidednottopartidpateinthe6nt 
CCT solicitation sped6caUy beaux of the repayment 
provision. The tttatn&Wers and t&mow suppliers com- 
mented that repayment by individual participants may be un- 
fair and that the general public would be the overall winner 
from a sttcassftd program with a deaner environment, in- 
creased number of jobs, and lower cost electricity. They also 
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noted that the Government is already taring their profits and. 
if they benefit from increased profits. so would the Govern- 
ment. However, they agreed in principle with repayment if 
the success of the project were to give them a competitive 
edge in the market. 

It was agreed that Lewis/Davis guidelines were valid criteria 
for this solicitation. If projects were selected that were lo- 
cated in the western U.S., it should be required to test eastern 
and/or midwestem coal sometime in the operating phase of 
the demonstration project. It was recommended that the 
projects must be at or near commerciai sizet plants smaller 
than 53 hIW could not be considered as appropriate for 
scaleup to a commercial plant. One utility suggested that 
DOE should not limit consideration on the basis of size, but 
consider maturity of the technology to be demonstrated. , 

Ibere was coneem on the part of several members of this 
panel that DOE should ensure that all t&ologies with ap- 
plication to Lewis/Davis guidelines wiII be evaluated on an 
equal basis. It was mentioned that DOE should be aware that 
utilities feel that coal cleaning projects are as important as 
post-combustion projects. In additioq there are side benefits 
such as lower transportation costs, improved boiler perfor- 
mance, and so forth One participant felt that DOE should 
keep the program open to ail coal burning sources and not 
just coal bunting electric power plants. There are many sour- 
ces of So2 emissions from burning coal waste piles or tmder- 
ground coal mines. 

DOE was encouraged not to limit the program to domestic 
companies and technologies but, as in the Clean Coal Tecb- 
nology Program’s 6rst solicitation rather to restrict 
demonstration projects to U.S. coals located at U.S. sites. It 
was aho requested that DOE keep the soticitation open to in- 
dustrial projects that are consistent with Lewis/ Davis criteria. 

Fii, it was agreed that it was in the best interest of the 
program to allow the participants to retain all patent data 
rights and that DOE should search for mechanisms to waive 
rig& at the time of signing the cooperative agreement 
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4.4.1 Discussion Workshop Number 1 

PUBLIC MEETING OF SEPTEMBER 22,19S7 
WASHINGTON, DC. 

Joseph P. Strakey, Chairman 
Paul R Weiber. Cochakman 

Th. e attendees at this session reflected a broad cross section 
of mterests, and presented a wide diversity of views on 

nnmerous aspects of the forthmming ICCT solicitation 

Various approaches were discussed both to speed up the over- 
all process from the time the solicitation is issued until the 
begin&g of construction, and to quickly eliminate weak 
proposals. It was generahy felt that there was little value to 
more stringent criteria than those used for the last Clean Coal 
Technology solicitation. Requiting the actual formation of a 
legal entity to perform the project rather than accepting just a 
letter of intent was considered impractical unless the time for 
proposal preparation was greatly extended beyond 90 days. 
Some attendees supported a tiew that flexiiity was needed 
for mvitcbing potential team memIx= especially since the 
developmental status of the technologies entailed higher risks 
than normally encountered for mmmercial projects. Requir- 
ing cmmacts between the entity and the host site rather than 
commitment letters at proposal time was also considered to 
be unrealistic The attendees dkmssed some of the difficult 
problems encountered in securing commitments from the site 
hosts for the fust solicitation. Completing the mmmitments 
or agreements for the site, the team, and especially the 
project fmancing, were noted to be very difkult tasks for 
utilities to accomplish. 

Most of the session attendees felt that there were few incen- 
-tives for utility involvement in CCI-1. It was noted, however, 
that CCL1 did have a sign&ant number of utilities involved 
in project proposals in various capacities in spite of the im- 
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pediments. Most attendees felt that waiver of the repayment 
provisions for regulated utilities would remove a major bar- 
rier to their participation 

A two step approach for proposal solicitation was discussed, 
whereby preliminary proposals would be evaluated and a 
“short list” would be developed. Those on the short list would 
then be asked to sirbmit a detailed proposal for evaluation. 
The attendees genera!ly recognized that this approach muld 
reduce their costs for proposal preparation through early 
elimination of those proposals that did not have much chance 
for selectioa 

A “phase zero” concept was also diicuwd. In this approach, 
the proposal requirements would be similar to CCl-1. After 
selection, a brief negotiation period would ensue to bring the 
participant into phase zero of the cooperative agreement 
During this phase. the participant would ftiize the !iaanci& 
site, and teaming arrangemen& for the project and DOE 
would share some of the costs. Phase zero would be for a 
limited time period and would have a cost cap. Milestones 
would be established for phase zero during negotiations, espe- 
cially finaueial milestones. At the end of this phase. tbe 
projeft would be terminated if the milestones were not 
achieved This concept received a favorable reaction from the 
group. They noted that hit increased the probability of success 
on the capital market and that it would save time overall. 
Having a firm commitment from DOE, as indicated by the 
beginning of phase zero, was remgnized to be beneficial to 
securing fm financial commitments from potential p&ate 
bankers 

Qualification criteria concerning the location of the 
demonsrration site, the use of U.S. coals, and participation by 
foreign entities were discussed. ?be CCl-I qualification 
criteria restricted the location of the demonswation to the 
U.S. and required the use of U.S.-mined coal. Many of the at- 
tendees supported this approach and emphasised that 
prograin support is provided by U.S. taxpayers and that it was 
politically untenable to site the demonstration plant in other 
countries or to test non-U.S. coals. A few attendees felt that 
accomplishing pan of the demonstration outside ‘he U.S. 
could be beneficial. Considering the nature of the program, 
some felt that the possibility of a Canadian site, especially if 
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jointly funded by the U.S. and Canada, should receive con- 
sideration. On the use of foreign technologies in the 
program, many of the attendees noted that it was nearly im- 
possible to define the term. considering broad international in- 
volvement in most business structures and in technology 
development. One person felt that we should not spend U.S. 
dollars to support deve!opment of foreign technologies. 

The potential role for a project which is located in the west 
was also considered. It was noted that reduction of transboun- 
dary transport of pollutants would result primarily from suc- 
ccssful commercialiition of the technologies in the retrofit 
boiler population of the midwest and east. lf. then, evalua- 
tion,criteria patterned after the recommendations in the 
Lewis/Davis report are used, and satisfied by demonstration 
projects located in the west, such projects should not be ex- 
cluded 

l’be desirability of various potential evaluation criteria and 
program policy factors was discuyrt?d Many recwpi2.d a 
need for more emphasis on the financial factors and cited 
problems that some of the selected CCT-I projects en- 
countered in securing the iirm &a@ng needed before 
award. A suggestion was made to assign equal weight to finan- 
cial and technical factors. It was noted that the presence of 
linancial backers for the project is also an indication of a 
sound technical process. Therefore, equal weighting ensures 
selection of strong aud innovative technologies. There was 
also some recognition from the attendees that too much 
weight on the financial factors favors more conserbativ~ low 
risk, projects rather than higher risk, innovative, approaches. 

A discuuion of LewisDavis-type criteria led to discussion of 
the question of the possiile role of projects not primarily tar- 
geted toward reductions of So2 and NOX. Several felt that a 
LavisDavis emphasis would discoumge mauy projects that 
could offer other important iacentives in the areas of 
economic development and energy security, and could offer 
cheap, clean optiolu for industries that art especially cxul- 
cemed about fuel 5exiiility. It was suggested that a part of 
the program could be delineated for this purpose and be 
more closely aligned with the purposes of CC&l. Thii part 
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would emphasise development of an expanded market for 
medium- and high-sulfur coals and development of alternative 
fuels providing fuel 5exib5ity. 

The question was posed of whether extra credit should be 
given to projects in states offering regulatory incentives. One 
participant in the session pointed out that there are built-in in- 
centives for projects located in those states since they can 
more easily receive backing from utilities. Others felt that in- 
cluding special evaluation or program policy credits for 
projects in these states was not fair to the proposers who 
could not control this factor. 

Repayment (recoupment) and cost sharing considerations 
were discussed along with the risks encountered by utilities by 
participating in the program Utility representatives indicated 
that the Ca-1 program discouraged participation for several 
reasons. FWL it is unlikely that they will be able ro recover 
the DOE costs as part of the rate base. The utility porno” 
may he disallowed as imprudent if high risk technologies are 
involved or if they don’t come “on line.’ Furthermore, there 
is sign&cant risk in providing a boiler for testing since the 
testing of an innovative technology could lead to problems 
resulting in taking the holler -off line” for possibly costly 
repairs and perhaps the purchase of power from other sour- 
ces. lJt5itie.s felt that DOE shared costs and profits but not 
much of the risk. lhe pat-&pants felt that if the utilities 
were not required to repay the DOE portion from profits, 
then they would have considerably more incentive to par- 
ticipate. One suggestion for encouraging utility participation 
included allowing cost share aedit for supplying a facility or 
boiler even though the boiler may he tidly depreciated, since 
it is providing useful power and loss of the boiler would eruaii 
penalty to the utility. Another suggestion was made for DOE 
to inaease its cost share in the construction phase while the 
utility would provide a correspondingly greater portion during 
the opemling phase Another suggestion was made to essen- 
da5y provide price supports for power t?om technologies 
being demonstrated to protect the utility from loses if the 
cost of electricity exceeds the estimates 

The National Environmental Policy Act (NEPA) reqnire- 
ments for CCF-1 were reviewed and diseusad It was noted 
that the sampling and analyses required by the Environmental 
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Monitoring Plan specified in CCT-1 duplicated, and in some 
cases exceeded, the monitoring required for the permits 
needed for Ihe plant One participant felt that this monitor- 
ing would only encourage new and undesirable environmental 
regulations. Others felt that it would be prudent to collect 
these data while the plant was operating to ensure that it was 
available for future commerciahration. Several participants 
felt that this decision could best be made by the proposers, 
since they made similar decisions on what technical data to 
collect eve-ty day. The approach to collecting the technical, 
economic, and enviromnental data was an evaluation criterion 
in 0X-l. 

Concerning milestones in negotiations, it was generally felt 
that milestones were necessary and that it was important to 
speed the negotiation prooess for the ICCT pmgrmn An es- 
timate of 9-10 months for negotiation was offered by a few of 
the anendees as reasonable for projects of moderate to large 
Size. 
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4.4.2 Discussion Workshop Number 2 

PUBLIC MEETING OF SEPTEMBER 22,1987 
WASHINGTON, D.C. 

C. Lowell Miller, Chairman 
Richard R. Santore, Cochairman 

SOLICITATION PROCES& 

As in the earlier three meetings, the discussions focused on a 
number of key issues. The principal ideas or concepts that 
emerged included: 

1. The length of time that ought to be given to the proposers 
to respond was discussed. It was concluded that the 
quality of the proposal will be directly dependent on the 
time available: 

l The most suitable time period for proposal preparation 
wasbelievedtobe9Odays. 

. Some concerns were expressed about lengthening the 
time. for proposal preparation to 120~ days. There was 
general agreement that the overall length of the 
solicitation process should be closer to the nine months 
specified in the proposed House of Representatives 
appropriations language (ie- two months PON 
preparatios three months proposal preparation, four 
months proposal evaluation) rather than be extended to 
an 11 month process (ie, additions of one month for 
proposal preparation and one month for pmposal 
emhlatioil). 

2 Considerable discussion ensued on the interrelated concepts 
of qualification criteria and a two-phase solidtatiorc 

s In sharp contrast to earlier discussions there was 
strong support given to the single-step solicitation 

I 
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3. 

process. The support came after a long discussion 
about qualitication criteria, during which it was 
generally mncluded that there were few general or 
specific criteria that could be used that would 
accomplish the goal of DOE (i.e., to substantially 
reduce the overall number of subminers to those 
comparatively few proposing projects of the type 
specifically meeting the objectives of the solicitation). 

. It was also observed that a two-step solicitation would 
not, in effect, reduce the overall proposal preparation 
costs for the industrial participant. Each proposer 
would be anticipating being one of those selected for 
the second phase and would continue to prepare 
accordingly while waiting for the final selection to be 
made. Most of the material the industrial participant 
could anticipate that DOE would require in the second 
phase would he squired in the preparation process. 

. It was pointed out that if the time for the overall 
proposal preparation pmcess were i0 remain fixed, the 
two-step process might actually work to the 
disadvantage of the proposer. At some point in the 
proposal preparation process (e.& 30 days after release 
of the PON), DOE would have to take time to evalluae 
the Phase 1 submission, make a selection, and request 
proposals from those quahfying This selection period 
would represent time lost to the industrial participant. 

l The member of the group supporting the longer 
period (ie, ‘GO days) for proposal negotiation 
emphasised the inaeased quality that could be 
achieved in the cost estimates The accuracy of these 
estimates could be dropped from plus or minus 30 
percent for the 9Oday pmposal to somewhere around 
plus or minus 10 percent for the 12Oday period of 
proposal preparation 

The problem of ensuriug equal consideration for the 
proposed industrial project as compared to the utility 
project was dixxlssed at length. This discussion 
elaborated on the impact that the Lewis/Davis report 
criteria would have in infhrencing any decision: 
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l The question of what benefits industry would bring to a 
program obviously oriented to acid rain issues was 
discussed. The participants responded that there was 
an essential need to increase tbe use of coal by mauy 
large industrial complexes. If this goal of providing 
alternative sources of energy were to be realiKe& any 
concept they were to propose that reduces tie amount 
of emissions comriiutes as much as if the co&l were 
burned by a utility. 

. The problem of being able to establish quali&ation 
criteria that would provide equal treatment of 
iudusttial as well as utility projects in the selection 
proyss was recoguized. The concept of setting aside a 
certain percentage of the funds speci6caIly for 
hdustrial projects was discussed and generally 
eudorsed. 

NEGOTWTION PHASE 

The d&u&on of the many elements included in the negotia- 
tion phase contributed a number of concepu or statements of 
position not previously expressed, including 

1. The idea of receiving some consideration for previously 
expended research and development funds as part of the 
conmhnion to cost sharing was generally endorsedz 

l However, the difficulty of arriving at the proper set of 
uiterla *tit could be used to identi@ just what amount 
oi the RUB funds should qualify was recogohd 

. Most industrial pardcipantz believed that the 
bookkeeping methods employed by cornpatties would 
prove to be an adequate basis for such determinations. 

2 The milestone concept of meatming performance, and/or as 
a means of keeping the negotiation process moving, was 
unanimously accepted: 

l While the use of iotermediate key milestones uas 
considered a good idea as a way to measure progress, it 
was concluded by all that there should only be one 
milestone, ie, the one that would identify the time for 
a decision to continue or cease negotiations. 
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. All agreed that there should be a fmed time interval for 
the attempt to arrive at a negotiated cootract. At some 
date, mutually established by DOE and the industrial 
partkipan~ tbe parties would agree to diicontinue their 
efforts if the cooperative agreement were not 
consummated 

The idea of DOE having a single selection list (i.e., no 7~” 
list of alternate candidates) was introduced and favored: 

. There was general agreement that no one wanted to be 
on the “b” list. 

. The alternative proposed was to use the funds that had 
been set aside, for any cooperative agreement not 
successtXy concluded, for a subsequent solicitation. 

4. Fluability was stressed as the operative word in determining 
what resources a company might use to complete its cost 
sharing obligation. However, there was general 
recognition of the need for the Government to ensure 
that the cost sharing proposed was real and not 
imaginative bookkeeping. 

5. A lengthy discussion occurred about the role of the public 
utility conunission in a&sting the participant in achieving 
his cost sharing responsibiities: 

. There was general agreement that the public utility 
commission was a “player” in the area of utility-based 
projects and could be a determining factor. However, 
there were a number of questions about the ability of a 
public utility to provide cost sharing “up front” 

. There was concern expressed by ah participants about 
the participation of some state public utilities through 
any of a number of incentives, and its impact on the 
overall concept of equal treatment to all propose& It 
was generally concluded that, since all state PUCs 
would not provide the same incentives, any incentive 
offered should not be considered by DOE in the 
selection process. 

. The isstms of avoided costs and lowest dispatch cost 
were the subjects of much discussion These concepts 
also were included in a discussion of the rate payer in a 
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local system paying more than the usual avoided costs 
to support the development of a new concept that 
would, when commercialized, be applicable to all 
utilities. There was general agreement with the view 
expressed in earlier sessions that “the rate payer should 
be held harmless (financially neutral) in these projects.” 

6. For the first time, the idea of allowing pre-award msts to be 
cost shared was not unanimousIy endorsed: 

. The opinion was expressed by some that the tiowance 
of pre-award costs may be counterproductive to the 
goals of DOE. The industrial participant that is 
presenting a good project, with a high potential for 
success, in most cases has sufficient resources to 
provide DOE with all the information it needs. By 
contrast, it was suggested that the availability of 
pre-award funds may serve to keep marginal projects 
alive. 

. It was observed in general tbat the issue of pre-award 
costs is associated with the ability of small businesses 
with limited resources to compete with large businesses. 

RBCGUPMENT PROCESS: 

Although the repayment issue was discussed with enthusiasm 
equal to that of earlier sessions, the focus was considerably dif- 
ferent, with a nuntber of new ideas introduced: 
1. The concept of DOE requiring the coat of money to be 

considered as a feamre of repayment was unanimously 
opposed: 

. While the idea of the Government seeking to get its 
money returned was considered by all as good business 
practice, the idea of the Government seeking some late 
of return on its money was considered not to be a 
proper role of the Government in development projects. 

. If the Govertmrent were to require the repayment of its 
funds plus imeres& it would dmtnaticaUy change its role 
in the development project and, rather than equally 
sharing the risk, it would be transferring a much greater 
share of the risk to the industrial participant 

111 



Chapter 4 

2. 

. A number of participants voiced the opinion that any 
requirement for the industrial participant to have to 
pay interest on the Government funds would 
dramatically reduce the number of interested 
participants and would eliminate the lower as well as 
the higher risk projects. 

‘Ihe idea of using some criteria that would identify and 
correlate a project risk element with the repayment 
requirement was dicussed: 

l The role of the Government in accepting the 
development costs should be greater in the projects 
with higher risk than in those projects with low risk. 

. The concept of a sliding scale on the repayment 
obligation, i.e., as some function of the degree of risk 
associated with the project, was believed to be worth 
considering. 

3. Thetiming associated with the preparation and approval of 
the repayment pIan was discussed as it might affect the 
qnality of the plan and the distribution of the sources 
from which the repayment funds could be expected: 

l There was Ilttle support given to the idea of a 
mnditional comrrdtment in which the repayment 
obligation would be accepted at the time of slgnlng the 
cooperative agreement but with the final definition of 
the plan (s~nrccs and amounts) to be identified at the 
coneluslon of the project when the repayment is to start 

l It was believed tbat there was littIe or no advantage, 
either to the Government or to tbe indusaial 
participant, from deIaying the Cnalbation of the 
repayment plan Waiting until the end of the project w 
final& rhe plan was not considered to be a practicrl 
meansofget&gamorereabsticplan 

4. The idea of the lndus&M participant setting a cap on the 
Government’s cost in exebauge for a reduction in its 
rqsayment obligation was genemlly accepted as an 
exceIler.tt idea2 
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. The concept of the cap on the Government’s cost 
should be clearly defined as an option in tbe PON so 
that all parties could consider it up front during the 
project formulation stages. 

. The GovernmenL in planning the terms and conditions 
of the PON, should explore other variations of the idea 
embodied in the “cap on the Government’s 
investment.” There might be several other ways the 
Government could provide relief from the required 
repayment by way of a trade for some other 
consideration of equal benefit to the Government 
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4.4.3 Discussion Workshop Number 3 

PUBLIC MEETING OF SEPTEMBER 22,19S7 
WASHINGTON, D.C. 

Gary E. Voelker, Chairman 
Howard Feibus, Cochairman 

Th e following discussion summarizes the issues and con- 
cerns that were discussed in the workshop, in chronologicaI 

order. For each subject, a brief overview is provided of the 
audience’s comments and opinions, followed, where ap 
plicable, by recommendations made to the Department of 
Energy. The dialogue was initiated by reviewing the subjects 
of pardcular interest that were presented in the Federal 
Register notice of the public meetings, and then went on to 
consider the additional issues and concerns that arose in the 
prior public meetings and those that were introduced by atten- 
dees at the workshop. 

Qm 

Would it be useful to adopt more stringent qualification 
criteria, whereby proposals could be “screened” early in the 
evaluation process, with the weaker proposals removed from 
iinther consideration? It was generally felt that teaming ar- 
rangements and final f3nancing arrangements were time con- 
stlming to consumma te, and should not be required in the 
form of ti legal entities for purposes of qualification Addi- 
tionally, the previous requirement for certiScation of at least 
50% cost sharing in each project phase was viewed as an ade- 
quate qualification criterion. 

RFCOMMRNDATION: In general, the qualification criteria 
used in the earlier solicitation are reascma ble and 
adequate. It was recommended that “lwd” requiremenrr 
for evidence of financing be made a milestone in the 
negotiation process, but not a qualification criterion 
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Two-Phase Solicitation: 
A great deal of discussion ensued on the subject of the 
solicitation struae itself, in terms of whether a two-phase 
solicitation would be preferable to the single proposal ap 
pro&. Two different phased approaches were discussed. In 
the lirst option, the DOE would first review for qualification. 
Those proposals which were qualified would be subjected to a 
comprehensive review, and selections for negotiation would 
be made such that the total awards would exceed the funding 
available. At the end of a cost shared first phase, the number 
of projects would be reduced by further evaluation. This ap- 
proach was strongly discouraged. In the second option, 
proposals would be selected for negotiation with award values 
equal to the allocated funding, and the pre-award costs would 
be cost shared if the negotiations were succe&ul. It was 
noted that this wasn’t really a phased approach, but was the 
same as the Clean Coal 1 program with the addition of al- 
lowed pre-award costs. 

RJXOMMENDATIONS: 

. The procedure used in Clean Coal 1 is recommended 
with an absolute minimum of 90 days for proposal 
preparation and allowance of pre-award costs. 

. Do not “werselect” projects to be followed for 
deselection after an initial phase. 

l Do not have a “b” list, but place any funds remaining 
from projects deselected as a result of unsuccessful 
negotiation into the next solicitation. 

. Annouoce a specific period for the completion of 
negotiations and ask for a plan for completing 
negotiations within this time 6ame in the proposal. 
One year was suggested as a reasonable period of time. 

~valoation CriteriaiPr m 
Evaluation criteria and program policy factors were major sub- 
jects of disco&on, wltb a number of views expressed on a 
diversity of aspects. 

Innovation was stated as a criterion that should be of sig- 
nificant importance. Marketability was also noted to be an im- 
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portant criterion In terms of formal proposal evatuation, 
there was general agreement that the financing aspects should 
be given more weight than in the previous solicitation. 

The Lewis/Davis criteria were discussed, and some concern 
was expressed that absolute adherence could result in the ex- 
chrsion from the solicitation of a number of good projects. 
The sdieitation should accommodate, according to the atten- 
dees, both retrofit projects and new “greerdield” projects as 
long as the technology is applicable to existing facilities. Addi- 
tionally, it was felt that other applications, additional to 
elecuic utilities, were legitimate and appropriate for the 
solicitation, including synthetic fuels from coal, and industrial 
projects. Additionally, projects at western sites should be con- 
sidered on the basis of the applicability of the technologies, 
rather than directly on their compliance with some of the acid 
rain-related criteria. 

RJXOIdMENJlATlONS: 

. Stress technical innovation and marketability of the 
demonstrated technology as important evaluation 
criteria 

l Enhance linancing as an evaluation abet-ion to weigh it 
about equal in importance to de technical aspects of 
the project. 

. Projects located in states which have implemented 
regulatory incentives should not directly receive 
increased points in de evaluation scoring 

. The solicitation should provide for proposal deselection 
if negotiations do not proceed at a satisfactory pace 
subsequent to selection by DOE. 

l The Lewis/Davis criteria should be implemented 
cautiously in order to avoid precluding consideration of 
meritorious projects, including industrial (non-electric 
utility) projects and energy production. The solicitation 
should, as in the previous PON, emphasize program 
policy factors that ensure a diversity of applications, 
technologies, and locations. 

. MarkeMiity of proposed technologies, and their 
ability to comply with criteria such as the 
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cost-effectiveness of pollutant removal, should be 
presented by the offerors as part of their proposals 
(and evaluated by DOE based on proposal 
documentation). 

. The requirement to certify that the technology will be 
capable of complying with the Clean Air AU was not 
considered necessary by some. 

l The special provision in CCT-I that forces participants 
to procure zero-deductible insurance, because the 
government will not allow losses as an allowable cost, 
increases the overall cost of the project 

Cost Sharing 

Some of the anendees were concerned that Govemrnent 50% 
cost sharing might not be adequate to support cett&n projects 
because of the absence of market demand and the risk as- 
sociated with the project. Accordingly, the availability of 
5nancing snpport for such projects might be scarce. 

RECOMMENDATION: Consider a greater incentive for 
certain projects by increasing DOE cost sharing to exceed 
50%. 

A lengthy disausion was held on the principle of recoupment 
on projects such as those planned for the ICCT solicitation It 
was felt by many that, bexause of the lack of incentive/market 
for some of the technologi~ the requirement for recoupment 
was a deterrent Tbe attendees did agree that recoupment of 
the Government’s cost share, from future profits upon con- 
clusion of the demonstration projew is appropriate if suf& 
dent profits are available and if the recoupment does not 
negatively affect the competitive position of the tech .ology. 
However, electric utilities, because of their regulated nature, 
should not be required to reimburse the Gocremment from 
continued operation of the demonstration projects unless they 
are allowed to recover costs by the public utility commission 

RECOh4MENDATION: Provide for recovery of the 
Government’s cost share from projects that are successful, 
but reimbursement should derive from profits subsequent 
to the WE-supported demonstration projects. A 
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recoupment plan should be negotiated with the 
cooperative agreement stipulating tbe conditions under 
which recoupment will be consummated. The plan should 
be reviewed by DOE and the contractor at the end of the 
operational phase of the project to determine if it is still 
appropriate. The recoupment plan should permit 
flexibility of terms, payback schedule, etc q 
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Written Comments 

5.1 Explanatory Note 

The notice of the public meetings that appeared in the 
m on July IO, 1987, included a provision for 
the submittal of written comments for consideration by the 
Department of Energy (DOE) in planning the agendas for the 
meetings. Additionally, individuals who were not able to at- 
rend the public meetings in person were invited to submit 
written comments which DOE would cotider in the co- 
of developing the Innovative Clean Coal Technologies (ICCI’) 
SOliCit2ZtiOlL 

m-two written comments were received from a diversity 
of interests, including academia, private industry, electric 
utilities, special interest groups, and governmental entities. In 
the materials that follow, DOE has deleted all references to 
names, tit& organixations, etc, in order to confer anonymity 
on parties who may not wish to be identified, and also to per- 
mit suggestions and expressions of concern to be judged on 
their own merits. 

Section 52 summarizes the principal views expressed in the 
written comments in an abbreviated “bullet” format, 
categorixed by subject 

Finally, the actual verbatim excerpts from the letters received 
are provided in Section 53, expurgated M remove identifying 
references. These excerpts nsually rcfiect the totality ofwhar 
each correspondent submitted on each of the major “Subjects 
of Particular Interest” identified .ti the v 
notice, except in rare instances when appendectory or sup- 
plemental material was provided that could not be accom- 
modated, or where the extent of the submitted discus&on was 
inordinately lengthy for complete excerption here. In all in- 
stances, every effort was made to reflect the major message 
conveyed by the submitter. Material provided in the written 
comments that addressed other aspects of the ICCT sokita- 
tion are excerpted under the beading, “General Comments.” 
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5.2 Summary Highlights of the Views Expressed 
in the Written Comments 

5.2.1 Qualification Criteria: 

. Include the removal uf CQ from stack gases as eligible 
for support in ICCT solicitation, i.e., support both acid 
rain and greenhouse effect mitigation 

. SpcciEcally solicit proposals for small boiler applications 
(100 MWe or smaller). 

. Consider te&nologies that include “select gas use.” 

- Permit simplified applications for medium- and 
smaU-sizcd coal-fired municipal utilities, requesting 
support of %I milEon or less. 

. Techaologie~ should be expected to meet the objectivea 
of the Cleau Air Act without being subject to New 
Sonree Performauce Standards. 

. Requirements for control of the project site should be 
eliminated during the preliminary evaluation period. 

. In evaluating option5 for retrofit technologi~ utilities 
should “02 be restricted to the U.S. technologies alone. 
Consider retrofit technologies which are being developed 
in foreign coumries, but which either have not been 
tasted on U.S.-mined high-&fur coal or are as yet 
untested in the U.S. 



Chapter 5 

52.2 Evaluation Criteria: 

l Distinguish between development and deployment phases 
of ICCT so that untested technologies are not 
prematurely put into widespread commercial use. 
Establish distinct evaluation criteria, etc., for each. 

. Fund technologies for converting existing oil- and 
gas-fired facilities to coal use. 

. Ensure support for Western coal projects. 

. DOE should stipulate specific time limits for completion 
of negotiations and siguing of agreements once the 
award5 selection is anuounced. . . 

. Accept technologies which can reduce tbe cost of 
prodtw5ng additional power from coal, but which are not 
directly applicable to retrofit or repowering. 

. Consider technologies for the development of 
tmqortdon fuels from wal If not ameptable, the 
solicitarion should clearly so state. 

s Recoguiae that “dollar/ton of sulfur dioaide removed” 
may be a misleading parameter in comparing 
technolo&!s. 

. Ckiteria for RX3 should relate the cost of the technology 
not M the cost of Rue gas desulkimtion but rather to 
the east of low-sulfur coal 

. DOE should relax its present policy in obtaining patent 
tights and data rights. 

. Clarify criteria for commercial acceptability of a 
demonstrated ICCT- 

w 
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s Program policy factors should accommodate a diversity of 
tetiological applications, including industxial projects 
(specifically, smelting and ferroahys industry), gasified 
or liquefied coal, or coal mixed with other fuels. 
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5.2.3 Two-Phase Solicitation: 

l Do solicitation in tvm phases: lst, request limited 
information and create “short list”; 2nd, request 
additional detailed information. 

. Use a two-step approach that allows going back to 
offerors for “best and final” offers. 

. Provide more flexiiity in the phased approach; consider 
a milestone approach as the monitoring mechanism for 
the program. 
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5.2.4 Environmental Requirements: 

. DOE should relax tbe environmental monitoring plan 
guidelines provided in the previous PON (taken from the 
Synthetic Fuels Corp.). 
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52.5 Cost Sharing: 

l Debe “cost sharing credi!s” in broader (more lenient) 
terms, icc!sding the costs associated with prevention of 
environmental impaca. 

. Support proof-of-concept R&D at non-profit 
organimions by not requiring cost sharing. 

. Cost sharing should be on total-project basis, not for each 
Phase. 
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5.3 Verbatim Excerpts of the Views Expressed in 
Written Comments 

5.3.1 General Comments 
._. heartily endorses the proposed Innovative Clean Coal Tech- 
nology solicitation and urges that suflkient funding be 
provided and firmly committed over a period of several years. 
This action will ensure that a broad spectrum of cleaner and 
more economical coal-based energy wilization technologies 
becomes available to the nation. In the selection of such tech- 
nologies, it is important not only to assure a cleaner environ- 
ment, but also to address the long-range imperative that abun- 
dant coal must continue to replace dwindling and less stable 
supplies of petroleum and natmal gas 

* l * 

Although we are not in a position to propose spe&lk projects, 
we will discuss certain new technologies that could be funded 
under this ckm wal technology solicitation and which com- 
bine the use of natural gas with coal to reduce coal’s emis- 
SiOUS. 

Sekt gas UK. or “select w” is a term that refers to a rela- 
tively new concept in fuel combustion - the burning of 
natural gas with less cnvironmenta.Uy attractive fuel5 in the 
same or separate combustion units for environmental control 

Select use may involve the combustion of gas and another fuel 
(most often coal) iu the same combustion unit as a fuel mix- 
mre. A more common approach, and less difficult from an en- 
gineering perspective. is bubbling” which involves tbe concur- 
rent combustion of gas and some other fuel in separate com- 
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bustion units and the averaging of the emissions from the two 
separate sources. Another approach entails the seasonal sub 
stitution of gas for other fuels. 
These concepts have moved from theoretical studies to the 
point where more than two dozen applications of select use 
have been implemented - mostly via so-called “bubbling.” In 
addition to bubbling, at least four major institutions are con- 
ducting research into the simultaneous combustion of gas and 
other fuels in a single unit There are three primary foci of 
this research as it relates to coal combustion: (1) reburn tech- 
nology to reduce No* and SO2 emissions; (2) rebum com- 
bined with sorbent injection; and (3) co-firing. 

Reburn is a post-combustion polIution control method 
which can be used to reduce NOX levels found in the 
combustion products of coal-fired industrial boilers. 
Natural gas (or another fuel) is injected into tbe exhaust 
from a coal-fired boiler, creating a fuel-rich zone in 
which the NCX: undergoes a reaction and is converted 
back to nitrogen. Air is added to complete the 
combustion process. The reburn process could easily 
reduce NOz emissions by 50 percent The . . . are 
cnrrendy conducting research on the reburn process to 
determine: (a) how dose the rebuming fuel should be 
relative to the combustion zone; and (b) how much time 
should be allowed for reburning before air is injected into 
the process. 

One of the more promising SO2 control strategies is to 
inject calcinm-M sorbents into the combustion 
chamber to capture the sdiicr prior to the bailer outlet 
Gas may offer improved sot-bent injection performance 
bene& by more effectively controlling the am&ions at 
which limestone aorbent is calcined and mixed with the 
coal combustion flue gates; it may help to avoid 
coal-asbkorbent intetaction problems that daease 
sorbent snrface area; it can be used more effectively to 
optlmize the temperature profile of the sulfation zone 
where sulfur capture occurs; and it reduces the amount of 
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sorbent material needed. The .._ funded by the . . . is 
currently conducting field tests on three existing boilers 
hoping to demonstrate reductions of 50 percent in SQ2 
and 60 percent in NOX with the use of 15 percent to 20 
percent natural gas via reburnkorbent injection. 

Co-firing is the burning of a limited amound of gas with 
coal to improve operations and reduce emissions of large 
power plants. Not only does the use of gas reduce 
emissions of sulfur dioxide, particulate matter. nitrogen 
oxides, sludge, ash and many other pollutants, but it can 
alsO enhance boiler performance and result ln lower 
maintenance costs and fewer plant breakdowns. Co-firing 
also provides cleaner and quicker start-ups and insurance 
against disruptions in coal supplies. 

This technology is now being tested at several facilities, 
including . . . powerplant This program was initiated to 
reduce plant operating costs associated with coal burning, 
and environmental gains are being real&d as well. 

-. believes that “select gas use” offers the potential of sig- 
nificanaadvanasthatwillpermitcoaltobeusedinadean, 
envlronmentally sound and cost-effective manner. We urge 
that the O&e of Fossil Energy consider these technologies 
fully when it determines which specihc clean coal projects will 
be funded Moreover, we would be pleased to elaborate on 
these technologies during your public meeting in 
Washington, D.C on September Q 1987. 

* * * 

. . . strongly supports the ICCT program . . . believes that 
federal government Investment In clean coal technology is an 
excellent use of federal funds, one that is likely to provide a 
high benefit - cost ratio in terms of productivity, employment, 
competitive energy costs, and &an air. We offer comments 
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on aspects of the conduct of DOE’s solicitation under specific 
topics below, ftrst on two topics of special interest to . . . and 
next on the five topics identified for comment in the Invita- 
tion 

. . . suggests that DOE reconsider its intention to limit the 
ICCT solicitation to designs that are directly applicable to ex- 
isting coal-tired plants. . . . believes that it would be desirable 
to allocate some part of the total funding to demonstration 
projects that would involve gasified or liquified coal, or coal 
mixed with other substances, used in powerplant designs that 
may be substantially different from &sting coal-burning 
facilities. Such au allocation would be consistent with the in- 
tent to provide a “21st Century” state-of-the-art, as indicated 
in the Invitation 

. . . suggests that DOE specikally invite proposals for ICCT 
projects involving small boilers such as boilers for generating 
units rated 100 megawatts or less and similar industrial 
boilers. It appears to be the case that certain ICCT’s are ap- 
plicable to these smaller boilers but not to larger ones, at 
least in the immediate future. In terms of emission reduction, 
projects involving large hollers may appear more attractive, 
but it is important that the 103 program attack the problem 
across the board. To simplify evaluation of project proposals, 
a specik part of the total funding should be allocated to 
small-scale projects. An artachment [not provided here] iden- 
tlfies publicly-owned utilities operating small coal-tied plants. 

* * * 

A review of the federal register program synopsis indicates a 
strong desire by the DOE to include better participation by 
eleenical utility companies in the ICCT program If so. this is 
a very welcome initiative, since to meet the special envoy’s 
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criteria and other program objectives without utility involve- 
ment would be very limited endorsement of the CCT poten- 
tial. 

. . . the DOE may want to consider a two-step approach to 
selecting competing technologies during the application of 
comparative cost analysis, such that all candidates can 
propose “Best and Fii Offers” (BFO) to demonstrate least- 
cost approaches. During the interim of the DOE selection 
period, the respondents will have had an opportunity to tine 
tune their technical, management and 6nancia.l offers in an- 
ticipation of the BFO submittal. This will also tend to speed 
up negotiations, especially tkalhcion of project cost comrnit- 
merits. 

* * * 

“IT IS OUR OPINION THATTFBS GOVERNMENTS IN- 
NOVATIVE CLEAN COAL TECHNOLOGIES 
PROGRAM ON ACID RAIN SHOULD INCLUDE CAP- 
TURING AND/OR SCRUBBING CARBON DIOXIDE 
FROM COAL-FIRED STACKS.” 

The program should include all polhuants which directly 
canse or wntri%ute to Acid Rain. Carbon dioxide is the 
major conmbutor both to Acid Rain and the Greenhouse Ef- 
fect Acid Rain is synonymous with subirr dioxide and oxides 
of nitrogen, however, the total of SO, plus NOr is less than 50 
percent of the acidity of Acid Rain carbon dioxide, when 
combined with rain forms carbonic acid, which accounts for 
more than 50 percent of the acidity in Acid Rain. 

1.. currently has a proprietary process which allows the 
economic removal of carbon dioxide from high sub& coal- 
fued smokestacks and its conversion into FDA approved food 
grade liquid Coz for resale. In the procem of puri@ing the 
COL, we remove both the sulfur dioxide and oxides of 
nitrogen ‘Ibe flue gas returned to the smokestack and atmos- 
phere would have 03s PPM by volume of SOS and less than 
50 PPM by volume of Na. 
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We desire to participate in the Department of Energy’s 
(DOE) innovative clean coal technologies program and feel 
that we have the TECHNOL.OGICAL FIX for both Acid 
Rain and the Greenhouse Effect- Therefore, we hope that 
the DOE’s innovative clean coal technologies program will en- 
compass capturing COZ pollutant from smokestacks. 

* * * 

3. vushan’npd be 50 pev 
5% for VDroiect ELxnic 

utilities are rigorously regulated entities and it is extremely 
dif6ctdt to obtain acceptance of “b&b-tisk” capital 
imestmenrs into the rate base by Public Utility 
Commissions. If DOE would cost share a higber 
perantage of tbe capital costs but not more than 50% of 
tbe total demonstration cost, the electric utility would have 
a better opportunity to obtain regulatory acceptance of a 
bigb-risk dean coal teclmology project 

4. 

Because of the regulatory aspects discus& above. utilities 
necd6nancialinantivestoassumetbetikassociatedwitb 
technologies not dem0nstrate.d in U.S. utility environment 
while burning U.S. ltigb-&fur coals. 

l * * 

- plans to submit for consideration an indosniai project 
which would sigai&an@ a&ct the world competitive pc&- 
tion of the Ante&an smelting iodostry in general and the 
American ferroalloys industry spcciiically. Our project, as 
well as other diverse proposals wbicb IMxim&tbcuseof 
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U.S. coals and minim& environmental impac& would be 
precluded Tom the competition if the original intent c Clean 
Coal Technology is too severely limited 

To summa&e, . . . believes that the Clean Coal Technology 
program offers a unique opportunity for American business 
and Government to cooperate in a meaningful way to help 
make American industry competitive in an enviromnentaHy 
enhantig way. Funding for a broad range of technologically 
feast%le projects to maximise the effectiveness of the Govern- 
ment’s investment is the correct course of action Therefore, 
we strongly support Program Policy Factors which allow a 
breadth of diversity in the competition. 

* * * 

Recommendations 

We urge the Congress and the Deparrment of Energy to work 
together to devise a program to provide signikaut funding 
for “proof-of-concept” development and testing of newly 
emerging cd cleaning technologies. This program should 
provide funds in the range of SS to $10 million per project for 
periods of 3 to 5 years to pay the costs of design, construction, 
testing and evaluation of laboratow-scale to small pilot plant- 
scale test facilities. Such test facilities would be directed 
toward devising ways of bringing the proces out of the 
laboratory and proving the technical and economic feasiiility 
of constructing commercial-scale plants utLizing the process 
The program should be restricted to processes that can be 
shown to have signi&xnt promise of technical and economic 
feaslMity on the basis of extensive laboratory tests. Access to 
the program should be restricted to non-profit research iustitu- 
tiom, universities.and the like, and to small busiuesses tbat 
would normally be usable to raise the necessary capital for 
development of such a process 

Over the next 40 years, even the most recently constructed 
coal-tied powerplants will need to be replaced New plants 
coming on line will certainly face the existing Revised New 
Source Performance Standards, and may face even more strin- 
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gent air pollution control standards in the future. Those stand- 
ards will mean that a large portion of the coal produced in the 
United States will have to be subjected to at least some clean- 
ing to meet these performance standards. Major portions of 
the nation’s coal reserves are medium- to high-sulfur coals 
that will require snbstantial cleaning if they are to remain en- 
vironmentally acceptable fuels. Smce 5ue gas scrubbers, 
remain costly to nutall, operate and maintain and they 
produce large quantities of essentially useless wastes, we 
believe that pre-combustion coal desulfurization will be an in- 
creasingly imp-taut technology in the future. The nation’s 
non-profit research centers, public and private universities 
and small businesses can plan an important role in the 
development of new technologies for coal cleaning, but only if 
they can receive support for the more costly steps of process 
development that lead toward commercialization. Given that 
snpport, we cm hope that these newly emerging technologies 
will allow us to continue to use our nation’s most abundant 
energy resource in an environmentally responsible manner. 

* l * 

I have followed, with great interest and concern President 
Reagan’s innovatte clean coal teclmologies (ICCI’) pro- 
I feel this ICCI program should include both Acid Rain and 
the Greenhouse Effect which are two of Clizations greatest 
problems As you Imow, both are substantially caused by carb- 
on dioxide (C@). 

For years we have talked about scrubbing CC& from smoke- 
stacks. Surely, if sciemiss an separate oxygen 5om air, they 
can sepazate carbon dioxide &am 5ue gas. It makes a lot of 
sense to me to look at the whole smokestack pollution 
problem and not just the sulfur dioxide (SGz) problem What 
could be more innovative and enhance U.S. technological 
leadership more than solving both the Acid Rain and the 
Greenhouse Effect problems. 

Capturing CXlz from smokestacks should be included in the 
Department of Energy’s innovarive clean coal technologies 
program We thank you for your time .- 
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t * f 

. . . is supportive of DOE’s innovative clean coal technologies 
(KCT) solicitation goal to implement the President’s March 
18.1987, decision to seek $2.5 billion in financial assistance 
for the demonstration of clean coal technologies that are ap- 
plicable to e&&g coal burning facilities. 

The industrial base of . . . is primarily the iron ore (taconite) 
and wood products industries, both requiring steam and 
electric energy. Over th: last several years the . . . taconite in- 
dustry has experienced a drastic drop in competitiveness due 
to foreign steel market influence. Providing a more cost-effec- 
tive, environmentally acceptable beneficiated western coal to 
the industrial and utility boilers supplying the coal generated 
steam and electric energy, could help increase competitive- 
ness of both existing and new industry. 

. . . would like more information on what criteria DOE plans to 
use to determine whether an ICC& upon demonstration, 
will/could be a commercial success. 

* * * 

1. DOE appears to have two objectives - 6rst to demonstrate an 
innovative technology that can be marketed here and 
abroad and secondly to fund a project that will provide a 
credible demonstration emphasizing high sulfm coal and 
repaying federal dollars. ‘This seems to lend itself to a 
two-tiered proposal approach. Request enough detail to 
rank proposed technology applications, then priori&e or 
short-list them before requesting detailed project 
information such as notarized teaming arrangements, 
marketing studies, etc. Using a two-tiered approach would 
save both proposers, evaluators and negotiators substantial 
time and money. 
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3. DOE’s Fossil Energy Program already contains technologies 
that are ICCTs already. How do they enter this cycle of 
selection and implementation? Possibly the first tier of 
prioritising or short-listing technologies should include 
time-phasing guidelines: e.g., these are considered first 
generation possibilities and those are considered second 
generation. Funding would be given to both through the 
ICCT with the intent that the second generation 
technologies would become the leading contenders for 
future implementation. If this particular mechanism is not 
used, some other means of integrated development 
between Fossil Energy and Clean Coal Technology must 
be used to insure longer term technology growth. 

4. Granted that high-sulfur Eastern coal is a commodity that has 
high economic value. Also, technology that is applicable to 
that commodity is also marketable abroad. Nevertheless, 
the largest coal reserves in the U.S. are in the Western 
U.S. As a nation, we cannot afford to ignore the internal 
and external market potential of Western coal. The Pacific 
Rim has a tremendous market potential for both Western 
coal and Western coal technology. 

Internally, the markets in the southwest United States and the 
Pacific coass particularly Southern California will require 
clean mans of producing electricity as those geographical 
areas continue their rapid population growth. The logical 
fuel for that electricity is Western coal. Both politicahy 
and economically a concern for We-stem coal projects must 
beapartoftheICCT. 

5. Consideration should be given to defining cost share in 
broader termg e.g., previous industrial cost sharing in a 
patticular tedmology and the costs assodated with 
prevention of improvement of enviromnental impacr 

Cost share uedit should be given for early industrial 
partnerships with the Federal govemm entinthe 
development of an acknowledged ICCT. 

Credit should also be given to the host utility of an ICCT 
retrofit that (1) prevents further deterioration or (2) 
improves an area of existing envirotmtental anam. Cost 
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share credit for immediate environmental improvement 
(with defined goals to be attained) brings tbe ICCT 
program to a very practical level of achieving its desired 
ga. 

* * * 

The resolution further expresses our support for conservation 
prom wbi& iu our view, are equaUy as itupottaut, vis-a- 
vis add rain, as are clean coal tecbnologiea, and could help 
provide a grace period iu wbicb the new technologies can be 
properly tested It is our view that a distinction should be 
maintained between the development and the deployment 
phases of ICCT so tbat untested technologies are not put 
prematurely into widespread commercial use. 

* * * 

Because of - wncern for air quality. current emironmental 
conditions limit the USC of coal for e.lectt+ity~ space-ha* 
and industrial props usea. If cnal could be burned without 
adversely affecting the envhmncnt, millions of people could 
benefit OfcourytbebcneficialeEecrswouldbemorefar 
reachingtbanjust..- Anincreascdwofbitumino~aA, 
found in the east, would bene.6t several coal producing states 
and help reduce our depesdena on imparted oil. 

As disased below, tbe - offia recommends that DOE’s 
solicitation fund clean coal teebnology for iadustrial facilities 
which have the capability of wnverting from oil or natural gas 
to CoaL 

* * * 

141 



Chapter 5 

. . . acknowledges that Congressional Guidance is required to 
better defke the emphasis of the expanded ICCT Program. 
Specifically, both technology demonstration and technology 
deployment are envisioned within an expanded Innovative 
Clean Coal Technology Program. While this . . . supports such 
a dual orientatios we are aLso of the opinion that mutually 
distinct guideline evaluation criteria and program policy fac- 
tors should be fashioned for each initiative. 

Of note, then, is that the following Summary Views and Com- 
ments of the . . . apply only to technology demonstrations. The 
. . . is prepared to register its views and comments regarding a 
technology deployment emphasis. However, we preier to 
delay the submission of these pempectives until such time that 
Congressional guidance and appropriation is in hand. 

* * * 

,wouldbeinterestedinparticipatingintbeIamxativeQean 
CoalTechttologyprogtam. Insodoiiweareoftbeopinion 
that it would be prudent to’uekse disuetion with rrspoa to 
tbeamotmtandvohtmeofappticatioadataandmquired 
sokimiontesponutokmoreinkeepingwhbonrrizc 
ldility. 

WewouldmspeaMysuggeathatasiutplifkdapplicadon 
~beQi,gaad~proQccdby*D=P=--ofE=&Y 
ezipl&yformuiiumandsnau~coalfiraImuDi~ 
uliliticsciimihto-(app~requirrmentoff1,00Q000or 
les). 

lywithincbcmid-Wesctompondtotkinwuakdcauaml 
SOW ‘IbaemdidatswouIdfulliUavuy~ag 
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sored by the Department of Energy. Moreover, we believe 
that the Department of Energy should address the require- 
ments of the medium and the smaller sized municipal utilities 
located in the mid-West burning native coal fuels wbicb could 
make a significant contribution to tbe overall impact of tbe 
clean air strategy of the Department of Energy. 

* * ri 

(6) - . ” m 
26125, left cohmu&cgitming at line 44). 

Tccbaologies should be apcctcd to meet the objecdves of the 
CleantiAaMboutbeiogsubjecttoNewSoura 
Perfomaoa Stat&& The July 10 notice io the Federal 
RcgisteraUudestothisinitsrefereaatoikdiq 
eost-etTeuh teduwlogies that snz widely applicable 
[Feded Register. Vol. s;? No. l3% July 14 1987. P& 
26125. eemer ahnll& at &+0(x and @@ii]. 

0 

&thbousesofcon&msareauiveIyhwoivedintbisdebate. 
ItbimporaottonotetbattJxDOEactiwootbesoaond . . . sollammsndCosgrrsstonnlaetioltwnaming 

* * * 

. . s Tii limit for Nqotiatioz 
~tkcaeol~l~P.ON,tbuetnsiw,timelimitsctfor 
ampletion of mgotiadons for CooprrtiK Agmunas with 
tbeinitid- &sudI.smne~mucstiIl~ 
thiug-aodaamadt,DOEhadtoquesttwiaalrcady 
foreateasioooftbed-pmpotrls..lhiskiodofdelay. 
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however, can render some proposals infeasible - since many 
projects yield its maximum benefits during a specific time 
period only. We therefore suggest that DOE should stipulate 
specific time limits for completion of negotiations and signing 
of agreements once the award of funds is made to a proposer. 

l * * 

We would like to bring to your attention the following areas 
of impoltanc%: 

1. Tecboologia which can reduce the cost of producing 
additional power from coal but which are not direcdy 
applicable to retrofit or repowriq shouldkallowedto 
beindudedunderthesolicitationThiswouldprovidethe 
opponunity for tedm01ogies wbicb will provide signifjrant 
environmen~bene6tstoobtainassistyra. 

2sincelbe eamomicaura&wxssofagivenprojeacanbe 
reviews and negodationswith 

colmuedpliorto 
~“-yP-Mkpmparalsforimportnm 
PV’&S~~=L!;~-W--O= 

vahathntobeillitiamd 
prkmfiaalsiteamtroltoinueme tlleflaibayof 

* l * 

~witllregardmtbespi6ccommema immhdwitbttu 
sauKlsdidmio4wcwisIlto~tbtneodfof~ 
iss a project t0 be w@ csMy5m 
-0fpamporrmon 
tbesepsDjausinvdvedin~lsigbrplfipddaaa. 
WGaaCOal =-P=Y.=-w=~impaplre~ap;mb 
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ing the markets of coal into the transportation sector that will 
lead to the reduction of imported oil and the development of 
new markets for coal We believe that the future incrcaxd 
use of coal must be related to developing new markets for 
cxAandthenewmarketsartainlyexistinthetransporta- 
tion sector which is currently dominated by oil. For example, 
the locomotive engine market, the octane enhancement 
market for gasoline, as well as industrial use of a liquid coal, 
could all cotttriiute to increased markets for coal by reducing 
the need for imported oil, as well as amvetting coal into a 
deaner form of fuel that would also lead to reduced sulfur 
emishu In this light, we request that the U.S. Department 
of Energy allow fuil consideration of those technologies rclat- 
ing to the development of coal into liquid forms that could be 
used in the tramportation sector. 

Third. the other area of tcdmology that we feel is important 
isintheareaofcoaldeaningtorunovcsulfurandashkfore 
itisevubunredorustdinu~~andindumialapplicatiom 
Webelievethstitwillbemoreeffi~emintheloag~U, 
rcducethesuEurandashatitsoriginalsouraofminingand 
kyir yatbcr than at the ynf users location. By ckaning 

mmc-sour~oneehmmatestbcncedforwastedis- 
pc6dattkend-sour~aswdlastbecostmmdatedwithtbc 
tmnspormion of large quantities of impurities that have no 
combusdonvalue.Itisforthis~thatwebclieveaal 
pquwionprojcctsshouldbcanimpo~tamside&onin 
tbesekclionaituiaoftbe~nd~ofsolkitatios 

Insummary,iftbeabovetwotypes0fncwtecllno1ogi~eon- 
vertingaalintoliquidfu&fortmqorhonappli~ 
andfoslm~typew*ye-goiqgmkfully 
comhrcdintheupo3ming~iticonlyfoirtothose 
clw&phgted.mologksintbcscarrastobeinformedofttIis 
dcarlybeforepmposalsaresubrnittedinordernottowste 
vahnbktimeaDdapemein prepahonofthcscpmpc6aLs 

* * * 
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It is our intention to participate in the discussion work shops 
to provide information as to how the advanced technolcgies 
of artificial intelligence/inductive learning and on-line analyti- 
cal instrumentation contribute directly to the goals of the 
Clean Coal Technology program and at the same time 
respond to the Resident’s goal of enhancing U.S. technology 
leadership and international competitiveness. 

. . . is a rezognized leader in the practical application of artiti- 
cial intelligena for improved operation of fossil power plant 
turbine-generators. In addition, . . . has an established product 
line of digital instrumentation equipment that is in use in both 
fossil and nuclear power plants as well as in chemical and 
metal industries These technological capabilities plus . . . in- 
ternational cxperiena in the systems engineering of advanced 
instrnmentation and control systems for power plants when 
combined with the _ on-line bulk material anaiyzer provide 
for the succemftd implementation of a demonstration _. Sys- 
temCff~wmistentwiththegoalstatedinthcDOE 
FedetalRegisterannounoament 

l * * 

The primary goal of KXT is to accelerate the demonstration 
of retrofit tedmologies for reduction of emissions from coal 
wlnbustiotL Eleetlicutilitiesconsumeovert3opementoftbe 
aoalusedintbeUnitedStatesttberef~theprogmmshotdd 
placepartA&remphasisonad&eGngtbeissuestbatpertain 
to the application of tedmol~ to the utility sector. 

. TbefocalpointofIcCTsbouldbetoacc&rmethe 
~Oft-CtldittcchnologiesWltidlCkCUiC 
dIitksmaynototbuwkeiadlina~~ 
bWttseofte&nologiallrisksoruncenaintia. without 
fedemlcostshariugautilitywMlldnotbaveasuong . . tnanmetotakesu&a* 

l In emluatittg options for rem& tecbnol* utilities 
should mat bc restrictal to the US. tedmnlogks alone 

atenheandinnomtiveworkonemission 
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reduction is occurring throughout the world. The DOE 
should not preclude the option of demonstrating retrofit 
technologies for ICCI which are being developed in 
foreign countries, but which either have not been tested 
on U.S. mined high-sulfur coal or are as yet untested in 
the U.S. utility service which tends to be more demanding. 

Based on our experience with the ..~ we have some specific 
recommendations for the ICCI Program. The details of these 
recommendations are provided in the Attachment [not 
provided here]. Our recommendations pertain to the follow- 
ing issues: 

1) DOE should adopt the approach of other federal agencies 
and relax its present policy in obtaining patent rigba and 
tights in infonnation 

2) DOE should provide more flexibility in the phased approach 
and consider a ml&tone approach as the monitoring 
medmnism for the progmms. 

3) DOE should eliminate or relax its repayment policy. 

4) DOE should provide up to l20 days between ksuing the 
solicitation and receiving proposals 

5) DOE should recogniz that S/ton of SOz removed may be a 
miskadlng pammeter in comparing technologies 

6) DOE should continue with a pqmmmaric Environmental 
Impact M to preclude the need for slteqeciflc 
Environmental Impact Statements However, DOE should 
relax tbe Envlmnmental Monitoring Plan Guidelines in tbe 
Febnmty 17.19i36, Clean Coal Technology (CCT) 
didtation. SpediaUy, we question the riced of 
employee be&b monitoring data for Iccl-. 

SmathegoaloftheICCTProgramis~ of dean 
wal technologies, it is expected that participauts will 
propose technologies which are beyond bench scale and 
pilot plant testing. Therefore, tbe DOE should 
acknowledge that a signiIicant amount of private money 
may have already been ucpended in developing the 
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technology. Hence, the rights of the Federal Government 
pertinent to partents and technical information should be 
narrowed from the provisions used in the February 17. 
1986, Clean Coal Technology (Ccl) solicitation. The 
existing provisions are geared towards technologies for 
which the DOE has funded development from the very 
early stages. 

The DOE should recogniu that its existing policy of obtaining 
broad-based rights in technical information and patents 
may actually inhibit obtaining the best and most-advanced 
technologies in tbe actual demonstration projea This is 
because a manufacturer may be inclined to withhold new 
innovations from a demonstration facility in order to 
preclude the government from getting these rights 

Further. the objective of the ICCT program is to accelerate the 
wmmerciakation of these tecbnologia. However, the 
role of DOE in the ICKY Program is to monitor and 
review the progress of demonstration projects. DOE does 
notbavea~&~todir#tthefuhlreuseofthesc 
tedmologieg as that role rightfully belongs in the 
marketplace. kqosing the CCT requirements of Patent 
rights and rig&s in information on mau6cturen may 
inhii tbe wmmer~n of technologies in the 
marketplauandtbusisoonuarytotheprogtamgoak 

Therefore, the DOE should re-examk its policy on patent 
rigbtsanddglmininfonnatio~andmoveinthedircaion 
that other government agencies have taken to relieve 
primtehdustryhmtheserequirements. 

IaCCI.theDOErequiredathroe-pbaseprograxqwitb 
esuipmemP~ ntPartofPhaseII@ 
wnslntctiO& and start-up). llxis phased approacll may be 
applicable to a singk-proass desim but is not conducive 
to timely development of largexale technology 
dunomtration projectq partiadarly in the utility sector. 

l%eenginee~auddesignofademomtra tion prvjux comists 
of three elementsz detailed engineering of the new 
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technology itself development of the design drawings for 
the appurtenant systems required to support the new 
technology, and development of the construction drawings 
required to install the equipment. In order to accomplish 
these activities, certified information from equipment 
vendors is required, thereby necessitating initiation of the 
procurement process early in the project 

The phase concept that DOE used for CCT, where 
procurement is part of Phase II, can severely inhibit the 
Phase I activity of engineering and design of the 
demonstration facility. 

If a phased concept is required for ICCT, participants should 
be given the option of including procurement in Phase L 
Further, DOE should allow participants necessaty 
flexibility to modify the phases to tailor-fit their projects. 

In the axccution of a major utility design and construction 
program, de&loos to proceed are usualIy based on 
meeting attain miIcstona rather than completing actual 
phases. Typical milestones include keeping within budget; 
obtaining key permirs; and meeting specific procurement 
requirements at-fain design milestones, and certain 
wnstruction activities Genetally, the milestones tare 
project speci& Therefore, implementation of the ICCI 
Program could be acalerated if DOE could base releasing 
additional cost-sharing funds on meeting speci6c 
mil&one& which could be identified by the participant 
This approach will satisfy DOE’s monitoring requirements 
and not impede the standard utility consmtctlon process. 

* * * 

_. applauds DOE’s initiative of indudlng the private sector in 
the formulation of guidehnea for a possiile solicitation Sina 
rhe private sector would he respomiile for funding at least 50 
percent of a project’s costs under such a solicitation, industry’s 
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views can help assure that the planned ICCI’ solicitation 
elicits the largest number of high quality project proposals 
possible. 

The . . . is in the process of surveying its members and other in- 
terested parties to sample the private sector reaction to issues 
raised in the Federal Register Notice of July 10. I have at- 
tached a copy of our survey for your review [not provided 
here]. Once we have received and analysed the results of this 
survey, we w+ll be better able to comment upon the proposed 
guidelines. 

Again we will provide additional comments on the proposed 
ICCT solicitation after we have received and tallied the ques- 
tionnaires sent to our membership. We are especially inter- 
ested in commenting upon the Department’s treatment of 
project-derived data and other intellectual property as well as 
the government’s need for background patents. The I is also 
conarned about the emphasis that DOE has placed upon the 
need for the clean coal program to carry out the provisions of . . the- . Whilethe& 
x& rewmroendations are important the clean wal program 
goals are somewhat - and importantly - di&ren~ It would 
appear that Congress will indeed direct that a portion of addi- 
tional appropriations be directed toward existing electric 
genclatingfadlitie% 

However, the DOE will, hopefully, seek comment and par- 
ticipationfromindusuyon~usesofcleancoaltech- 
nologies and also on new facflity applications of clean coal 
technologies. 

* l * 

1. ARowing less than three weeks for written public comment is 
patently designed to exclude publle pattlcipation C&ens 
in Ohio have much to cormiite to this consideration and 
Iwllldomyparttopassthewordon,ifyounotiQmethat 
further communication will be considered. 
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2. Criteria for clean coal technology must relate the cost of the 
technology a to the cost of Flue Gas Desulphurization, 
but to the cost of low-sulphur coal. FGD is approximately 
four times the cost of fuel switching in Ohio (with no 
native low-sulphur coal) and the obvious conclusion is that 
Ohio will not accept a S35,K10 snnual premium for each 
coalminer whose job is protected. A modest premium, 
perhaps 25 percent more than the cost of low-sulphur coal, 
may very well be worth the job protection, and be a 
realistic alternative in the event that Ohio implements an 
Acid Rain control program Failure to acknowledge this 
principal will result in the DOE wasting even more money 
on unwieldy technology that will not be implemented. 
Projects that do not comply to this guideline might be 
considered providing they will definitively advance 
scientik undersumding allowing further projects which are 
expected to achieve this level of mst-effectiveness. 
Exanhation for this criteria must be rigorous and 
described in clear, plain language in project applications 
and in DOE review documentation. 

* l * 

. In the 6rst solidtation, there appeered to be a 
requirement to adopt a mmhex of DOE-speci& project 
mntro~ such as wst aud s&&a systems. ._ 
recommends that DOE consider its role more as an 
investment banker than a project manager, mnslstent 
with insuring that projects are completed in a timely 
manner. 

l * * 

I would like to raise a larger issue that is not currently ad- 
dressed. As you know, the .._ is specl5cally mncerned with 
demonstration of innovative SCk and NOx mntrol technology 
that can be retrofitted to a wide range of existing mal-fired 
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boilers. ll3e . . . position is that these technologies offer the 
greatest potential for cost effective near term reductions if 
transboundary air pollution control is deemed necessary. 
Therefore, I would like to see the solicitation structured in 
two parts: 1) a specific target for retrofit technologies; and 2) 
a second allotment for repowering technologies. Smce the 
retrofit technologies are usually much less capital intensive, 
the relative split of funds could be established with that in 
mind. In addition, since retrofit technologies do not mn- 
tribute to increased utility generating capacity. consideration 
should be given to some form of incentive (e.g., eliminate the 
payback requirement) for retrofit demonstrations. I am cer- 
tain that the . . . staff would be pleased to assist in working out 
the details with DOE. 

._. specZes that grants and cooperative agreements GilI be 
used At least one version of the Clean Air Act Amendments 
also sped% the pos5iiUity of using contracts. This procure- 
ment mechanism should be considered in the ICCI’ solicita- 
tion preparation 

* l * 
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5.3.2 Qualification Criteria and Preliminary 
Evaluation Requirements 

DOE efforts to discourage multi-participant applications that 
are inadequately prepared are mmmendable. Requirements 
of the legal establishment of a teaming entity prior to notifica- 
tion of selection fcr negotiation, however, appears to be undu- 
ly stringent Binding letters of intent, in conjunction with a 
fully detailed business mauagement plan, would be more ap- 
propriate in view of the wide diversity of types of organlaa- 
tions expected to respond. The more stringent requirement 
would be too heavily weighted in favor of pre-misdng teaming 
arrangements and could thus be biased against the newer, and 
perhaps better, concepts. 

4 * + 

. . . does not believe the ICCI program would benefit kom ex- 
tremely stxingent qualification criteria On the mntrary, over- 
ly stringent criteria may eliminate some mntenders having 
worthy projects and sound business arrangements who are un- 
able in the time permitted to mmplete full team negotiations 

* * * 

It appears from a review of Brst round selections that the 
DOE has placed an emphasis on the geographkal location of 
a project to be within the northeast quadrat& in partlmlar the 
tram-boundary arm with Canada. This coupled wltb the 
change of direction of the program, to one which relies heavl- 
ly on the remmmendations of the Joint Envoys report, muld 
tend to foreclose or discourage equally valued projects in 
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other parts of the country. We be!ieve that the prospective 
Program Opportunity Notice (P.O.N.) should clearly indicate 
the qualhication criteria and evaluation criteria, including any 
program policy factors that will take geographic location into 
consideration We do not believe that for demonstration 
projects that location should receive the same consideration it 
obviously enjoyed in the prior solicitation For example, two 
of the hugest coaMred utilities in the country are located in 
the southeast quadrant -... - and it would be more beneficial 
to the overall CCT objectives to encourage their participation 
rather than discourage it 

. . . the qualification criteria should establish a preliminary as- 
sessment of the projects m in terms of organiza- 
ties hawing and conformance to the Special Envoy’s 
criteria. By setting out this quahftcatiott criteria in dear 
terms during the P.03. issuance period, the DOE should ex- 
pect to see more detailed, serious responses which better 
meet the overall selection requirements 

* l * 

a We would suggest qualihcation criteria with the greatest 
emphasis on utility scale demonstration projecn and witb 
less emphasis on development projeck 

b. The reqtkement for teaming agreement may effectively 
elimmate competitive bidding by prospect&e team 
participams,forle.astprojectoost Toestablisha6rrn 
teaming agreement within a 60 or even 90 day proposal 
period would not allow competitive bidding We, 
therefore, recommend that the teaming requkment 
should have an option that the utility provide a proposed 
project organ&ion with the initial proposal and the 
teatningagreementbeEledaftertheDOEawardismade. 

* * l 
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. . . thii that these criteria should be stringent enough to 
eliminate projects that are less than fully prepared and ready 
to proceed toward implementation A proposer must be re- 
quired to fully demonstrate the technical feasibility of the 
proposed project Also, a full analysis of the scientific basis 
and the ability of the particular proposer to bring the technol- 
ogy to titian must be made. A proposer should be able to 
demonstrate the degree of technical readiness of the projed 
and the intent and ability to continue development through 
the proposal, evaluation and selection process. 

Teaming arrangements are sometimes necessary and in tn;any 
cases enhance the commerci&z~tion aspects of the technol- 
ogy. These agreements should be fitlly executed and 
notarized to show the legal intent of the partners and the es- 
tablishment of the legal entity to carry out the project. 

Full economic analysis should be required of all proposers. 
Most importantly a firm showing that the proposed tecbnol- 
ogy would be cotnnterciaUy viable is mandatory and, secondly, 
the 6nancial ability of the proposer to do as committed 
should be established. 

* * l 

We do m believe that more stringent preliminary evaluation 
requirements and qualification criteria would be in the best in- 
terests of the ICCT program Roposals for qua”Xcd projects 
that without DOE funding would not be embarked on may be 
discowaged by overly shingent preliminary evaluation require- 
ments For example, the details and teaming arrangements of 
a qualified project that would not go abead without DOE 
funding may not be completely worked out before preiimi- 
nary evaluation owxq and stringent preKminaty evaluation 
requirements may preclude this proposal Corn further evalua- 
tiOlA 

We feel that the prektinary evaluation requirements not 
necenarily include compliance with the Clean Air An In 
view of the likelihood of Y)me form of acid rain mitigation 
legislation. technologies that can eaxmomicaUy provide 
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moderate levels of sulfur dioxide and/or nitrogen oxides 
removal on existing facilities will be important These tech- 
nologies may not be economic for new facilitks that require 
Ckan Air Act compliance, but may be well suited for lower 
levels of removal in retrofit SituatiOns. 

* * * 

. . . encourages the Department of Energy to define its criteria 
on “technologie5 of interest” to permit proposers to make 
early decisioos as to their project’s applicability within the 
Department’s progtam. This would benefit potential 
proposes in limiting expenditure of w and, would help 
the Department of Energy by limiting the number of less %p 
propriate. proposals. 

_. also encourages the Depanmmt of Energy to require only 
%tters of intent” in support of teaming arrangem mts.Tlle 
more stringent rrquiremenDforesmb&h@tbetwmasa 
legal entity would avdgn additional fmanekl burdens to the al- 
ready signifiwnt proposal preparation c0srr 

l l l 

U.SDOEhasraisedtbeissueofarhtbtrstSngentprelimi- 
nary .nahtation requhwmsbouldheusedasauurfy 
hxdingaurproccsmrcdwethenrmrbaofproposakfor 
serionsamsideration Bacausethegoalofthisp~isto 
btiltgCnWgiBgt&Wkgi~intottKScOnnncrdalmuLesUS. 
DOEshottldmakeaneEortto-umgeakrgenumberof 
applicants WhikU&maykngthentbctime~to 
evaluatctbeinuczednumberofapp~itwiUbemorc 

Is6 
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consistent with the Reagan administration’s goal of limiting 
red tape. This may also locate a new technology which 
promises to yield desirable benefits. 

l * l 

The July 10.1987, Federal Register notice asks whether the 
solicitation should contain more stringeat requirements con- 
cerning prelhinaty evaluation and qualihtion criteria It is 
the opinion of the I that the less stringent requirements of a 
letter of intent and a legal cerUication by the chief legal of- 
fiwr should suffice. We believe his is sufficient to achieve 
the goal of screening out ineligiile a,pplicants without dis- 
coatraging others from applying for funding 

l l l 

DOEasscrtsthatmorcsaiagatquali6~oncritcciawould 
easetbcevaIuationproce%bylimitingtbclmmberof 
pr6po&tobeevaluated 

- belkws the existing F’reUminary Evaluation Requiremean 
are suffiden~ Give.n the tmcertain prospects for sud in- 
novative dean coal technology demonstrations, DOE should 
bcencoum&tbedevdopmentofICCXproposak Tbeun 
knows asskated with resea&q and developing ICCTs 
demand that prelimhary evaluation requirements and 
qualScation aiteria remain flexible. 

* * l 

Our basic position is that DOE should concentrate CCT ef- 
forts on those technologies that are developad to the extent 
that tan immediately be advanced to tbe demomtration and 
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application stage. This is certainly in line with the U.S. com- 
mitment on acid rain and the objective of utilizing all of our 
available coals to insure economic long-term energy security. 

SpeciCcally. we are in favor of more stringent preliminaty 
evaJuation requirements. This would assure the public of get- 
ting a earlier and better return on their tax dollars. 

t * * 

_ supports the adoption of more rigorous qualiftcation 
criteria and preliminary evaluation requirements as a means 
to improve the rekvanee and quaky of proposah Additional- 
ly, we advise that: 

. the tedmology proposed be sufEciently developed so as 
toproceedimmediatf9ytodesignforasuhned 
demonstmion operathg period without need for 
substantial additional development work or techi& 
confirmation; and, 

. the offeror must provide a letter of intent or exeatied 
teamingagreementf4umaUpartiessuBdentlybiito 
ensure the formation of a proposed legal entity and/or to 
assure commitmetlt of the ptivate cost-sllarC 

* f l 

WefeelitisimportanttoaQ1dhamragepropowsthrough 
saittgent initial evaluation criteria. 

* * * 

We fully agree with the suggestion that more s&gent prdimi- 
natyevaluationrrquirunenn should be impos.4 while 
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. An electric utility would identify plants as candidates for 
ICCf retrofits. 

. An electric utility, in cooperation with an fi would 
identify candidate ICCT retrofit technologies and develop 
specifications for competitive bids. 

. The utility, in ooopemtion with an A/E, would evaluate 
the bids and negotiate a contract with a manufacturer, 
which would probably be conditional upon DOE 
participation in the program 

* * l 

. Akematively, a manllfacturer may approach a utility 
seekiog a host site for a new teclmology as a mechankm 
to develcp a program 

. The utility. A/E and/or manufacfurcr, would submit a 
proposaltotheDoE 

If DOE were to establish the quaIi6carion criteria to reflect 
such appruadxs, it could ensure pmposals with solid fmamial 
b0&ingandfromsxiouspmposexswbocouldrapidlyhitiate 
thepmgramoowaCoopemiveAgreement isawarded 

* l * 

Given the rehtidy short timehme propsed for submittal 
of pmposak under the ICCr solicitation, overly safqent ini- 
tialeduatiouaiteriamaysevcrelyIimittbenumbcrof 
responses and the types of projecls pqnxed. Commercial or 
BPCOIIOlWidSQl~&UlOUS&dliOUSOf~OftbCewrg- 
iogdeaoamItdmologieswillrequirecnormous capitalto 
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undertake; to expea proposers to have fmalized any teaming 
arrangements prior to even submitting an application is exces- 
sive and will have a chilling effect on industry’s response. 

* * * 

The qualification criteria are a good idea; however, sufficient 
time should be allotted by the SSO for this preliminary cvalua- 
tion to be completed prior to detailed technical evaluation 

* * * 
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5.3.3 Proposal Evaluation Criteria and Program 
Policy Factors 

Deep cleaning of coal prior to combustion or conversion 
should receive the same level of suppon as post-utilization 
processes such as flue gas cleanup and systems modifications 
to accomodate switcKmg to low-sulfiu coal. The 1986 
Program Opportunity Notice included among its Program 
Policy Factors “the desirabiity of selecting for support a 
group of projects that represent a balaoce between the goals 
of expanding tbe use of coal and minimking environmental 
impacts” That need is certainly no less relevant today. 
Projecr selection criteria should focus not only on reducing 
emissions from existing coal-burning facilitieq button develop- 
ment of economical and enviromnentally acceptable teclmol- 
ogy that can also be applied to industrial and/or utility boilers 
that currently opemte on petroleum products or namral gas. 
Stated in auother way, the national ueed is not only for fuel- 
flexiile power systems but for systems-flexible coal-based 
fuels applicable to a broad spectrum of currem hstallacions at . . _ d overall cost of reuofit It is altogether likely that 
tbemostatnaaive approaches will involve integrated control 
of pardculates, NG and SOz through their removal prior to, 
during, and after combustion via deep coal cleaning, flame 
temperature control, sulfur sorbent injection and flue gas 
cleanup. Experience teaches that success is much more likely 
from projects that consider such integration from the outse& 
rather tbao from those that attempt to force-fit piece5 of tech- 
nology that are separately developed. 

l * l 

_. believes that evaluation criteria should be based on tech- 
nological aod economic t&ton and projections. Criteria in- 
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valving state adoption of “regulatory incentives” raises a host 
of concerns that render them inappropriate for evaluating 
clean coal technology proposals. 
Federal grants are an appropriate and equitable incentive for 
&an coal projects in that they are available to all segments of 
the industry. In contrast, many so called “regulatory incen- 
tives” are in fact rate incentives designed to increase the rate 
of remrn or speed recovery of capital for investor-owned 
utilities Non-profit public power systems and rural electric 
cooperatives do not benefit from such provisions Such state 
rate incentives do not reflect on the merits of a particular 
project and are thus an inappropriate criterion In addition, it 
is unfair to penal& any utility (public or private) iu the 
evaluation process bemuse its state has not adopted such a set 
of incentives 

l * * 

a. We recommend that program policy should emphasize 
techuobgies that would increase Ihe use of high sulfur coal 
as a fuel in electric utility boilers, @tiers, or combined 
cycles such as with Compressed Air Energy Storage. 

l * * 

. . . 
maximirinetbe 
prrrrcr- If the technulogy results in improved coal burning 
efficiency (ix., a lower heat rate) and reduced variable 
operating costs, the effected utility unit will generate more 
annual power since the dispatch priority for the utility unit 
will be increased. The benefit to the consumer wfll be 
electricity at the lowest cost and reduced emissions per 
generated megawatt. 
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6. m 
should mi&&& The obvious benefits of this 
recommendation are reduced expenses to the proposer and 
reduced project costs to the consortium (ioduding the 
taxpayer), respectively. 

* * * 

A clear goal is the enhancement of U.S. techoological leader- 
ship and international competitiveness while utilikg 
American coal to assuTe the long-term energy security of the 
United States. The Program Policy Factors (PPP) as stated in 
the 1986 Program Opportunity Notice (PON) articulate stand- 
ards that are totally appropriate to reaching this goal. These 
PPFs, which we fully suppor& are: 

(a) The desirability of selechg for support a group of projects 
that represent a diversity of methodg te&uical approaches 
or applications; 

(b) the desirability of selectiug for support a group of projects 
that would emure that a broad cross-section of the U.S. 
coalreso~baseisutilized;aud 

(c) the desirability of selecting for support a group of projects 
tbatrepresentabalancebmveenthegoalsofeqmndhg 
theuseofcoaland rhimizing euvironmental hpacfs. 

would like to see evaluation criteria that are clear and non- 
;- ?heahiatbatwethiukshouldbegiventhe 
most weight during evabation are: 

(i) 222 U.S. ccmpetitivenes in a particular industry or 
; 

(2) appll&ility of the tdmology to the use of U.S. coals as 
either a feedstock for industrial processes or to wal&ed 
boilers; 

(3) the technical merit and diversity of the innovation 2~0s~ 
market segments; 
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(4) potential of the technologv to penetrate the market: 

(5) the use of existing infrastructure through retrofitting: and 

(6) the ability of the proposer to provide tinancial and technical 
support for the project 

* * * 

. . strongly sutmorts solutions to the problem of acid rain. The 
primary tool must be emissons controls . . . does not oppose 
the use of clean coal technologies as an additional means to 
reduce air pollutiol~ However, such technologies must be 
part of a comprehensive acid rain reduction strategy. 
Moreover, such technologies must be developed prudently, 
and not at the expense of other pollution-reducing methods of 
electricity generatios such as conservation. Unfortunately, 
DOE’s proposal strays far from these principles. 

The notice states (52 Fed Reg. at 26125): 

DOE may also consider, as additional factors to be used in 
developing criteria by which to evaluate clean coal 
techuology proposals] . . . the extent to which a state that 
would host an ICC3 hovative Clean Coal Technologies] 
project has adopted regulatory policies that would 
stimulate the axnmcrcial replication aud deployment of 
immvative cleaa coal technologies. 

Relying on this language, DOE could coerce states to grant 
preferential rate treatment to electric companies promising to 
invest ia clean cod technologies. Such umvarmnted inter- 
ference with the ratemaking process could lead to serious in- 
equities and inefficiencies. 

. . 1. e . . n stakes: The proposal would force states 
desperate for economic development to offer 
ever-increasing rate breaks to elechic utilities. The stakes 
in this game of oneupsmauship would be limited only by 
tbe ability of a state’s captive customers to afford electric 

165 



Chapter 5 

rate increases. Each state’s rate offerings would be 
calculated to beat its neighbors’; thus the amounts offered 
would bear little, tf any, relation to the amount actually 
needed to encourage clean coal technology development. 

Perhaps the most eloquent testimony to the potential for ex- 
cess appears in S. 879, now pending in Congress. Purporting 
to encourage clean coal technologies, this bib in fact would: 
(1) promise rate increases wholly disproportionate to the 
need (in fact, the biis supporters concede they have no idea 
how high rates would go); (2) encourage electric companies to 
shift their operations from the traditional jurisdiction of state 
commissions to the Federal Energy Regulatory Commission: 
and, as a result, (3) lead to a substantial corporate restructur- 
ing of the electric industry, by separating the generating func- 
tion from the marketing function The attached analysis ex- 
plains the problems in more detail [not provided here]. 

2.Q 
k m By singling out electric rates 
(the proposal says “regulatory policies,” but we assume it 
means electric rates) as funding vehicle for technological 
development, the proposal rests on three erroneous 
premises. 

=* : Whoshotddbear 
cost responsibility for acid tain clean-up is a complex 
issue riddled with factuaI and policy dftemmas. For 
example, if au electric utility erred in choosing a 
polluting technology when it buflt its plants, its 
ratepayers should not now bc. charged for the cost of 
clean-up. Where a uility’s choice was prudent but, in 
reUospe& unforttma~ strong arguments exist for 
imposing the risk of such m&fortune on investor or at 
least sharing the risk between shareholders and 
ratepayers The question as with all ratemaking 
questions, lie at the heart of the relationship between 
ratepayers, stockholders and the state regulatory 
wm.missl~ns who authorized power plant amstructioc~ 
The aaswers must be worked out among these same 
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3. 

b. 

c 

parties. DOE’s proposal to use rates sweeps this 
complexity under the rug, and imposes a solution not 
grounded in either fact or principle. 

m W Clean coal technology holds 
potential benefits for the entire nation. It is the classic 
“public good.” to impose the costs of its development 
on a narrow slice of the population - those individuals 
and industries that happen to be the customers of 
utilities volunteering for the DOE program - is 
arbitrary. 

be technological experimenten One need look no 
further than the power plant con5truction fiascos of tbe 
1970’s and 1980’s to question whether this premise has 
any foundation in history, logic or common sense. The 
utility industry is a poor candidate for the job, on 
competence grounds alone. 

necessity is a recipe for abuse. Utilities could use their 
monopoly power to transform captive customers into 
investment bankers for multimillion dollar construction 
experiments. The amlugy is of co- only partSly 
complete. Unlike true investment bankers, ratepayer 
participation would be involuntary, would carry all the 
risk, and would promise no &an&l return. 

&ses To make rates depend on a utility’s voiuntary 
decision to experiment with tcclmology is a daugerous 
aberration thorn longstanding practice and principles. 
Ratemaking for powerful electric monopolies is complex 
aud coatroversial For over 50 years, this nation has 
strugded to design and implement procedural protections 
.aimed at producing expert rate decisions insulated from 
political pressure and economic duress. The operating 
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theory has been that rates should be set in public, 
adversarial proceedings by officials appointed for their 
experlise. 

DOE’s proposal could corrupt this process. Utility officials 
would be free to lobby the Secretary of Energy for a grant. 
To the extent the utility’s arguments were based on 
purported facts, customers - the prospective funden of the 
project - would have no opportuuity to contest these facts 
The Secretary then could review the rate treatment offered 
by various states, and prL:ely pressure them, using the 
grant as a weapor& to offer more. This entire process could 
take place behind closed doors. Certainly there is a better 
method for encouraging clean coal technology. 

* * l 

Tedmologies that show the most promise for expedient eom- 
mmialktion should be favored Technologies that have 
been tasted exteusively at all but full-scale, and are eamomi- 
tally attxactive are the most likely to be commerdaIized sow 
after or during project executior~ We beIieve that the 
projects will further tbe goals of the ICCT solicitation and the 
intent of the Special Envoys on Acid Rain 

* + * 

Among the &valuation criteria for projecrs, DOE suggests con- 
sideratfon of whether a project’s host state has adopted 
regulatorypoli&sthatwouldstimuketheeommercial 
replkation and deployment of hmovatkdeancnaltecb- 
noloiges. Ibelieverhatthisshouldbetakeniutoaunidern- 
tion Itiswotthnotingthal~GulcdAssemblypassedlaws 
whichakwdeancoaltedtuologIestobeaddedtoautihty3 
tatebasawIdestiUunderwnsttnetiooaodtoaUowrerePcb 
anddeveIopmantELplgcstobereawaed 8SOp?NthgU- 
penescs Yetwe6ndthattheseregaorypolidesalonedo 
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not alleviate the 6nancial burden utilities face in installing 
commerciaIly unproven technologies. There is a need for fur- 
ther &stancc; the ICCX demoustration program should satis- 
factorily meet this need. 
Finally, among possible other evaluation criteria to be used in 
selecting projects. DOE proposes the consideration of the 
market penetration potential of tlu technology. I believe that 
this criteria should be used and that consideration should be 
given to the potential for penetrating non-utility markets as 
well as utility generating stations. 

* * * 

-adopted a resolution which supports Federal funding for 
ICCT but cautions against providing broad regulatory incen- 
tives ro cnaxuage its deployment 
The Fedeml Register notice expresses the view that Federal 
funding for Im should be contingenL to some degree, upon 
State adopting favorable regulatory policies which would 
stirdate the proje&s commercial replication The _ strong 
lyurgcsthatthisissuebefuIlytliasedtigtbescheduled 
public meetings and we advocate caution as to how this con- 
cept is articulate& whereas it may be appropriate for the 
~e~toinvestFedualmonieswherrhefeelsitwillbe . 
most efJ%iently UreQ it is somewhat QKtcive to suggest that 
tensofmillionsofdoIlarswillonlyheinvest4inaStateif 
statelawsandpoliciesarealtered. 
We do not take a position on this issue at this time, I?A~ feel 
suongIy that regdatoty incentives and contiugcncies such as 
these could have potentially significant impacts on ratepayers. 
l%eseconceptsshould,thcmforc,befully-’ 
open forum and appropriate economic anaty& sho4 a” un- 
dertaken Whereas tbe COSLF of certain acid rain solutions 
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have been relatively well studied, the costs of clean coal tech- 
nology (Federal cost-sharing plans regulatory incentives) are 
UIbOWR 

* * * 

Evahmion criteria for the selection of projects should general- 
ly emphasize the ability to mat the goals and benefits stated 
in 52 Fed. Re& at 26124. In additio& the criteria should not 
be limited to existing coal burning facilities. Such a limitation 
would be inconsistent with the stated goals of inaeasing the 
penetration of clean coal technologies. Today’s coal burning 
facilities are mainly large scale utility and/or indusbial process 
boilus. If the SB billion dealt only with these existing ap 
plicatio~ then technology wiIl be delayed which could in- 
aeasecodusebythesmallboiieroperatorinanurbmen- 
~~twhiehnowd~notuseooalbecauseofspaaeand 
environmental limitalioIls. 

* * * 

In applying the Proposal Evaluation Criteria whidt (potential- 
ly) reqnirea the seleaion of Xxbnologies applicable to the 
b3rgeatnumberofexistingsourcea~caremustbemkento 
avoid exchtding smaller boilers (ie., 25 to 150 MW class). 
Retro6t of ICCT to smaller facilities presents semal ad- 
vantages reduced iusmbtion coss, redneed operating and 
maiutenaIla?cost&anilBxeawnumber0f1ccT~~ 
tions (as a result of lower front end costs), more farorable im- 
pact on the magnitude a&&xl generating capadty and poten- 
tiauygreatere2seoflicer&g. 
- does not fully tmdersmnd DOE’s suggestion to indude, as a 
PPF, the extent to which a state has adopted regulatory 
policies that would foster deployment of ICCk It is unclear 
how DOE would determine what type of regulatory policies 
would fit this definition 
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DOE apparently believes that states with “appropriate” 
regulatory policies should be given preference in the ICCT 
evaluation process. Regulatory polities which stimulate ICCT 
deployment might include states with approved acid rain con- 
trol legislation or states which have appropriated monies for 
ICCI’. While the former regulatory initiative can indeed 
provide an important stimulus for ICC3 deployment the latter 
raises questions as to why such states need additional ICff 
funds from DOE 
. . . therefore considers it important that preference be given to 
those smtes with approved legislation. Such preference 
should be incorporated as a PPF hy DOE. Further, inclusion 
of such a PPF is particularly relevant in view of the recom- 
mendations made by the Special Envoys on Acid Rain, Drew 
Lewis of the United States and William Davis of Canada. It 
is DOE’s stated intent to use these recommendations as 
exahation criteria 

* * * 

We favor proposal evahmtion criteria that concentratea efforts 
on technologies that utilize or beneficiate high-sulfur coal. 
We feel that technoloes that are adaptable to retrofitting exist- 
ing boilers should have a %gh priority. We also feel that 
states that have adopted agrcssive clean coal policies should 
be given a priority for project location 

* * + 

OvetaU, the Proposal Evaluation Criteria should be consistent 
with those recommended in the k&Davis Joint m on 
Acid Rain repon Additionally, _. recommends that the 
Proposal Evabmtion Criteria and Program Policy Factors 
should limit eligiiili~ to: 
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. technologies that substantially reduce emissions: 30% to 
50% for coal beneliciation and by at least 50% for Se 
and/or NOI in during and post-combustion systems, from 
existing high-sulfur coal fired paver plants; 

- technologies that are sufficiently-scaled and developed to 
permit immediate and widespread retrofit application to 
existing high-sulfur coal fired power plants following the 
demonstration Proof-ofumcept and adequate pilot-scale 
testing should be completed, 

- teclmologies that redua emissions cost-effectively at a 
cost (per ton of pollution removed) below the costs of 
conventional controk and 

l projects located in states that have adopted regulatory 
p&ies that would stimulate the commercial replication 
and deployment of innovative clean coal technologia 

* * l 

TbeuiteriaIistedintbeJuly1~1987armomuzementsbmtld 
be aBient for evahmtion pmpsu 

+ t * 

WhileitmaybeofkeresttoDOEtobaveestimawof 
pjecudeconomlcaDdtedmlcalcompetirivencsgmarket 
penehationpowialandapplicabiIi@oftbeteChtlologie& 
thcscitepsaregemayYaotsuf6identlyfaunaltoprovide 
muehinsi@tintorealpoWialvakItwouldappeartobe 
fSm0mhpmlanttorequireadditiotmlinfonnationonthe 
amalapetienagainediadevelopiuganddemonsttatingtbe 
proposed techaology. This should indude actual Pilot unit or 
other pcrformaua information which would support the tech- 
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nical completeness and appropriateness of the technology. 
Thii factual information should be weighed heavily in evaluat- 
ing the potential for success in deploying a technology. 

* l * 

In tbe evaluation of technologies for reduction of sulfur emis- 
sions, tlte criteria of dollars per ton of sulftu oxide removed 
could be misleading when comparing technologies that entail 
different percenmge sulfu removal and coal characteristics. 
The parameter of S/ton of S& removed is a direct function of 
sulfur content, beating value of coal, and percentage so;? 
removed DOE should recognize this and develop a 
parameter to normal& this criteria for coals with different 
sulfur contents and heating values 

* * * 

The submitter of a proposal should not be rquired to submit 
eompreheniwe market penetration stndies. Such studies pose 
subsmntial burdens especially to participating utilitie5 that 
msy have no capability to conduct sueb studies without incur- 
ring great cost. DOE has the ability to make such determina- 
tions about market penetration and widespread environmen- 
tal advattmges, and a requirement for the proposer to make 
these submissions would seem to be unnecessaq 

* * * 
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a. We recommend that the 60 day proposal preparation time be 
increased to 90 days, or perhaps even 120 days, in order to 
enable preparation of a comprehensive proposal. 

* * * 

1. . . . 
intenalfrom 
Many potential candiate sites u+.ll not seriously consider a 
clean coal technology project until the solicitation is 
formally issued. A sixty day proposal preparation period 
restricts severely the ability to obtain a site commitment 
and then to prepare the comprehensive document required 
by the solicitation A l2O-day proposal period will result in 
snbstantia.Uy improved quality and quantity responses. 

* * * 

We think that sixty days is a reasonable time period for 
proposal preparation. 

* * * 

We believe the proposal preparation time should be commen- 
surate with the proposal requirements. Based on the proposal 
requirements of the 1986 FQN we feel that 90 days should be 
allowed for preparation of a comprehensive proposal. 

* * t 

__. believes the proposal preparation interval should be ex- 
tended to no more than ninety days from the sixty days af- 
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forded proposers during the 1986 Program Opportunity 
Notice. This additional 30 days would afford an opportunity 
for the more thorough preparation of a proposal. In addition 
this extra dme would mitigate any scheduling problems due to 
the Thanksgiving and Christmas holidays which may fall 
within the proposal preparation interval 

* * * 

. . . ninety days for the proposal preparation time should yield 
more, and better. applicants. 

* l * 

2 Aproposalscheduleof6Ovcrsus9Odaysisimign&aut 
amparcd to the time required for the other proposal 
steps. particularly the appropriation and negotiation stqs. 
Also, in view of the two-tiered approach recommended 
~theamccmof6Oor9Odaystimeismoreeasily 
answered Make each of the two stages 60 days 

* * * 

Ninety days would be preferable to sixty days as a nxsonable 
timcfkametosubmitproposak Thisutramonthtaksinto 
acconnt the many levels of approval a serious proposal such 
astbiswouldltavctogothro3gh 

* l * 
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. . . opposes the suggestion of a sixty (60) day limit, from the of- 
fical soIicitation, to submit an ICCT proposal. DOE has 
statedit seeks to discourage KY.3 proposals which are “less 
than fully prepared.” The June 10.1987. Federal Register 
Notia also indicates that hothing in this Notice should be 
considered as definite, 6nal or bmdmg.“Giien t& and the 
fact that no funds for this program have been approved, it is 
unreasonable to ucpect significant effort be directed at prepar- 
inganICXTpropobalatthistime. Aminimumof9Odays 
and preferably I20 days is considered a reasonable prepara- 
tion ~erio;l The suggestion that a prepararion time longer 
than 60 days could deIay the annmencement of projects is 
sItallow aad contrary to DOE’s desire to receive quality 
Proposals. 

* * * 

We would ikor a 90 day proposal prePatation time. The ad- 
ditionaI 30 days on the hnt end would result in better 
prepared proposals to evaluat+ and would probably result in 
no delays in project comrrencemcnt’ 

* * * 

-rccommendsthatprOpmaskacc0rdada90-daytime 
rslns of ismane of the solidtation, to submit 

. 

* * * 
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The . . . electric system strongly supports a 7 

* * * 

We feel that a sixty day time afforded, as was in the case of 
the 1986 F’ON is somewhat short for preparation and subrnis- 
sion of a detailed proposal of the magnitude the . . . had sub- 
mitted before. While sixty days may be adequate for a 
laboratory scale project, a good quality utility scale project 
proposal is very diEcult to be prepared within such a short 
span of time. Especially so, when the proposal is an inuova- 
tive one requiring more time to investigate. We therefore sug- 
gest that a minimum of ninety days from the date of issuance 
of notice, he afforded to offerors for submission of proposals. 
We also believe that clear and detailed proposals up front will 
very well compensate the additional 30 days time during 
DOE’s negotiation period. 

* * * 

The longe; period of 90 days for proposal preparation is 
desirable and would assist in the case of larger projects requir- 
ing equity comrnimtents from several partners The longer in- 
- for preparation should not be materially important in 
the commencement of projects given the relatively long 
evaluation and negotiation peri* anticipated for project ap 
Pr-JS- 

* * * 

. . it is suggested that DOE allow a preparation intexwl of up 
to 120 days Although this interval might delay the commen- 
cement of the actual project, negotiations with the par- 
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ticipants would probably be shortened, thus ensuring rapid 
commencement of the project once the award is made. Fur- 
ther, eliminating the 30&y review period before Congress, as 
was required for Ca, would shorten the overall approval 
period. 

* * * 

.I members have expressed a strong desire for a preparation 
imerval of w days. A longer preparation interval will 
allow possible funding participants the opportunity to exp!ore 
“teaming” or “partnership” ventures and will probably increase 
the number of participants and the quality of the proposals 
submitted. 

* * * 

. It appears that 90 days would be a more appropriate time 
for preparing proposals. The comment is offered in light 
of the fact that several organizations may be attempting 
toorganizeateamdmingthisperiodaodthateffottis 
time-cottsnmiug. 

* * * 

The proposal preparation time is directly related to the de- 
gree of completeness required for the team arrangement A 
final teaming arraogement will require more proposal prepara- 
tion time (e.g., 9Gl20 days). This increase in the time be 
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hveen solicitation and proposal submission may be more than 
of&et by a reduction in the necessary to negotiate a tinal 
agreement 

* * l 
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5.3.5 NEPA Strategy 

. . . supports DOE’s intent to use a NEPA strategy that in- 
cludes both programmatic and project-specific impact 
analysis. We suggest that to the extent possiile DOE develop 
a uuiform method for offerors to respond to the requirements 
so as to mioimke adminisaative delay in selection of projects 
and approval of prehninary designs of selected projects. 

* * + 

a We support the enviromnental impact in the initial response 
to a Program Opporhlnity Notice. However, the pmgram 
criteria should allow simplised submittals for 
repoweringlretxofit projects at adsting facilities that are 
already regulated by the USEPA We recommend that in 
such cases the pmgram criteria should allow submittal with 
the proposal of a summary matrix identifying each media, 
the estimated loading and the overall impact. After the 
initial screening, applicants should submit a plan to obtain 
the detail for au Envkorunental Impact Statement 

b. In order to meamlinc the enviromnen~ siting procedures 
and to avoid axtly time delays at the state and local levels, 
we suggest that USEPA hue a genetal Permit-to-Operate 
for all medias (air, water, solid waste-s) during the tiill 
demonstrationperiod. 

l * * 
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The NEPA strategy used in the 1986 PON was very satisfac- 
tory to . . . and meets the needs for this critical area of the 
projects. 

* * * 

. . . is proud of the progress we have made in improving air 
quality. Any proposal that we would undertake to evaluate 
cd technology would have strict environmental monitoring 
requirements. 

* * * 

We are not in a Position to comment on the NEFA strategy 
other than it appears to be working satisfactorily as is. 

* * l 

- experience is that the procedure fobwed in the pruxding 
Clean Coal solicitationbcleetion proces was workable and 
fkxfil~ therefore, no change is recommended. 

* * l 

3 
The mqnimment for including such information during even- 
tual wnnaetual aegotiations will b-e sufficiear 

f * * 
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- 

It is believed the comprehensive approach giving considera- 
tion to both programmatic and project-specific environmental 
reviews as implemented in the 1986 PON is a reasonable ap 
prOt+Ch. 

A “fast-track” approach to environmental monitoring plans 
should be considered when data are readi!y available for the 
proposed technology. The specific content and intended use 
of any enviromnental data requested should be closely 
suutinized to ensure the collection expense and reporting fre- 
quency are cost-effective. 

* l * 

We agree with DOE’s approach of developing a pre-selection 
programmatic environmental impact analysis and the develop- 
ment of site-specik NEPA docur.lents as was done for CCX. 
We encourage DOE to continua with this approach to 
preclude the time delay that would ensure if an Enviromnen- 
tal Impact Statement for each project was required 

In the CCT solicitation. the DOE referred to the Synthetic 
Fuels Corporation JSnviromnentaJ Monitoring Plan 
Gnidelincs as a reference for developing an Enviromnental 
Monitoring Plan We believe that these guidelines are ex- 
tremely broad-based and may be more applicable towards the 
chemicd process industry than the coal burning industry. For 
example, we question tha benefit of so&-economic and 
employee health monitoring data as it pertains to the retrofit 
of a new technology to an existing electric power plant. 

* * * 
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l It is difkul~ entering into a back-tit technology 
demonstration effort, to say with a~urance that the 
project will meet NJ%A standards. Appropriate 
allowance or credit should be given to the pmject for 
attempting to demonstrate promising technology. 

t * + 
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5.3.6 Repayment of the Government’s 
Cost-Share 

Consideration should be given to waiver of repaym&tt of the 
government’s cost-share by non-profit organizations such as 
tmiversltics, rescarcb institutes, and state and local govem- 
merits. Alternatively, the requirement for at least 50% co- 
fnnding from sneh entities might be relaxed Imposition of a 
too burdensome finathl drain on non-profit orgauizatiom 
could eliminate the vary groups that, because of their position 
at the forefront of the technology, are more likely to make the 
greatest and most cost-cfkctive contributions to achieving the 
rccrgoak 

t * * 

Itis,positionthattheanticipatedben~.ooftheIc(TT 
prom lls sat forth in the Iuvitation under Purpc6e of Meet- 
ing,fullyjusti@theplarmedFcderal~andthat 
general repayment provisiom are not rquircd as a matter of 
fairness to the nation’s taxpayes There may arise situations 
in which a supplier of fueL quipmex& or special services may 
obtain a commercial advantage by participation in a pmject- It 
would ba appropriate for DOE to develop special procedures 
for such CBSCS; these procedures should cover both equitable 
repayment of federal investment and federal interest in 
proprietary design information 
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For electric utilities, whether publicly owned, cooperatively 
owned, or investor owned, a specific repayment requirement 
would necessarily be reflected in plant cost allocations and, 
comquently, in rates- Thii would make participation in 
ICCT projects less attractive to utilities relative to alternative 
investmenrs, and would tend to defeat the purposes of the 
ICtT program. 

* * * 

To firrrher encourage electric utility participation. the DOE 
should consider waiving the loan repayment conditions in the 
cooperative agreement if a utility is not allowed full recapture 
of these funds in its rate base. Site the utilities provide the 
most immediate potential for deployment of the 
demonstrated retro6Vrepowering technologies, the DOE 
should also consider full exception to the payback provision if 
deployment occurs in pre-set numbers of application within a 
certain time frame. Deployment after this time tie would 
carry a license fee for use of the technology to o&et the cost 
tothegowmm em- This type of structure will provide both 
811 incentive for utility participation in the demonstration 
program and an incentive for application during full deploy- 
meat. 

* * l 

a We recommend that DOE address the issue of how much 
firmlcialrisktbeyarewiuingtoarmme,versnstbe 
applicant’s timmial risk, if the pmjeet were a failure. 

b. We recommend more tlexiile repayment terms, with partial 
repayment being an option, and +tich ragnivr that 
utilities may not be in a position to use, market or sell the 
resnltig process because: 

- Their main business is not selfing equipment or processes. 
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- Such new business ven~res involve new more risky 
enterprises outside the utilities’ core business of 
producing and selling electricity. 

- Even if the project is succeshl, the new business-may not 
result in a sufficiently greater return to justify the risk. 
than the return from selling electricity. 

c The repayment should preferably be derived from future 
sales of the new technology and not from the profits 
received from operation of the original demonstration 
project. This would increase the incentive to the utility for 
a successful demonstration projea 

6 DOE should assist utities in protectiog proprietary 
information resulting from the project Lack of this 
protection may eliminate another incentive for a utility to 
proceed with a project 

* * l 

_ . . . . 
2c 

m gm& The repayment provision discourages 
proas vendor participation in the a- coal Program 
m succesful commercialhion results in the project 
beiipenalh;ed ThetaxpayerwiUobtaiaa”hirreturn” 
when the te&nology is succeshUy deployed on a 
commerehlbasisbecausetbenetresultwouldbecleaner 
air aud reduced clemitity casts. 

* l * 
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. . . supports government participation in the economic results 
of a projects commercial success up to the e.xtent of its initial 
cost share. We fully support the repayment terms suggested in 
the 1986 PON and we think that this approach makes sense 
for the U.S. taxpayers and industry in generaL 

* * * 

Where savings cart be documented due to a PI- test of 
clean coal technology, we believe the government and sponsor 
could share in the benefits until the government has been 
repaid Similar shred saviugs financing arrangements are 
being used in the energy conservation area and could be util- 
ized to help 6nance clean coal demonstrations. 

l * * 

- urges DOE to reconsider the repayment of axt-sbare 
monk for ICCT demonstmiions. DOE has noted tbe need 
for “sufkient flexiiility to accommodate the consrains of dif- 
ferent market sacton~ Unfortunately. DOE still believes that 
repaymntremaim appropriate. 
TheexktiugutiLityregulatoryelimateisriskavusc Conrem- 
porary utility regukition (e.& prudency reviews) discourages 
the risk taking demanded to hlly explore ICXT. A utility 
decision to go forward with an ICCT, no matter bow well in- 
tentioned may result in substantial aut disallowance if the 
projeet is ~ISWS&L Having to repay the govermnents cost 
sharcdocsnothingtomitigatethiswncem. 

Invimofthis,audasdemonstra ted by DOES previous ex- 
perience ~5th the 1986 Program opportunity Not%, utility 
rcpapentofthegovemme ntscostsharewillhaveachilling 
e&et on participation by the hdmtry. There is little ken- 
tive for utility companies to participate in ICCT demo- 
tions where monies must be repayed. 



Written Comments 

00 the other hand. federal grants to utilities for up to fifty 
(SO) perOOOoent of ao ICCI’ proposal cost would serve to sub- 
stantially minimk &tan&l risk associated with investigating 
6rst4its-kind technologies. This would provide strong en- 
couragement to utility companies interested in pursuing 
DOE’s ICCX solicitatior~ Such encouragement is axuidered 
necessary for DOE’s proposal to succeed io achieving com- 
mercial scale succwes. 

l * * 

We would favor a repayment policy similar to that used by the 
Ohio Coal Development OBice whereby repayment is tied to 
profits and/or fees derived kom subsequent commercial sales 
of the technology. 

* + * 

rwmmends that U.S. DOE unburden the demonstration 
project with the requirement to repay funds received from 
operation of the project beyond the term of the cooperative 
agreemen& paeiculady so for technologies installed on exist- 
ingcoalfkedpowerpIants. Iustcad,repaymentshooldbe 
tied to pro&/fees derived horn subsequent commercial sales 
of tbe tedmology as is -. practice. 

l * ,* 
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This may be the most difficult issue for the utility industry to 
accept. Due to the highly regulated environment that we con- 
duct most of our business in, we feel that utilities should 
specikally be exempted from repayment unless tbere is a 
revenuk stream generated that is outside of the existing rate 
structure. 

* l * 

On this issue, we feel very strongly that special consideration 
should be given to proposals from municipalities such as the 
_. or any otber nonprofit organizations. The _ does not 
operate on tbe concept of profits whatever revenues are col- 
lected from various sources (utilities, taxes and other charges) 
all flow back into the various servioss to the Citizen. There 
fore, a repaymeat formula based on profits from a proposed 
project is not applicable in the case of nonprofit organizations 
suchasthe-. WefeeltbatDOEshouldmakespecial 
provision in repayment conditions while recugnkng this fact- 

* * * 

It is recommended tbat DOE IDA a direct cost-sharing grant 
program instead of the cooperative agreement cost-&ring 
witbzpaymentsystempropcxwLI4ivatesources~kmore 
wilhg to make larger and more long term commitments of 
fundswithagrantsystem Thecooperativccc6t~with 

mpayment approach acts to prolong negotiations while at the 
sametiwcausingunanaintyinhauthete~ofsucharran- 
gements can be structured to be advantageous to tbe private 
interesta fumre obligations. Deployment of clean coal tecb- 
nologies which cm yield a material benefit should be the 
primary objective of the proposed program However, if 
DOE cannot by statute provide grants then the Program Ad- . . tmmstnmrs should at least be in a position tn negotiate the 
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elimination of repayment provisions where private sources 
have and are eqandiug large sums in support of the technol- 
ogy’s deployment. 

* * l 

Electric utilities are regulated by federal, state, and local 
government agencies. As such, utilities are permitted - but 
not guaranteed - to recover the cost of providing service to 
their customers and earn a reasonable return on investment 
Reductions in the cost of service are passed on to customers 
in the form of reduced rates. It should be recognized that al- 
though a utility will not be allowed a higher rate of return on 
bigher risk ventures such as the development of new tech- 
nologies a utility could be penalised for investing in a new 
teclmologywhichmaybelessthansuccessfm. 

When retrofit&g a technology to reduce ernissio~ an 
electric utility attempts to choose a system with the best 
economic balance between capital and operatfng cost, and 
one which will have minimal adverse impact on plant 
availability. Regardless, a retrofit technology to reduce emis- 
sions would not generate additional net revenue for the 
utility, but rather increase the cosx of service to the customer. 
Imcwative clean wal technologia for retrofit will hopefully 
moderate this negative cost impact 

In the Invitation for Public Views and Comments in the July 
10,1!%7, m DOE recognizod that constraints 
exist in the regulated busiuess environment of ekctric 
utilities Flexiiili~ should be inwrpomted in the solicitation 
to recognise the fokwin~ 

. For an electric utility, retrofit ICCT for emission control 
is not expected to provide additional net revenue, but 
could reduce the negative economic impact of adding 
emission controk 

. Electric utilities do not have the same opportunities for 
entrepreneurial profit on the strength of succe&ul 
research efforts, as is tbe norm in non-regulated sect015 
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EIectric utility rates are based upon cost of service 
criteria; reductions in unit costs stemming from 
technological development would be recognited in 
reduced rates to customers. Little. if any, benefit accrues 
to the investor. But should the research fail or the 
attendant costs be much greater than expected, the 
penalty could be imposed upon the investor. Against 
such a backdrop there is a disiicentive to invest in 
research and development 

s For a utility, a repayment provision poses signikant 
uncertain~ relating to the state’s utility commksions to 
allow for repayment provision. There is no assurance 
that a state would allow a utility to repay the Federal 
Government when in the opinion of the state, the state’s 
ratepayers are assuming risks for a portion of a 
demonstration or first-of-a-kind project. The state might 
logically conclude the Federal Government should also 
assume a portion of the development costs, regardless of 
the outcome of the project As an mrample, if a project 
proved to be successful. the state could take the position 
that, while its ratepayers benefited, so did ratepayea in 
another state lf a utility iu that other state ultimately 
utilized the demonstrated technology. Therefore, the 
Federal Govment’s share in a project could be 
interpreted as a comribution or a sharing of risk on 
bebalfofmtepayersittaIlsratu 
A utility will not be allowed to obtain a rate of return on 
the cost-shared portion of a project. Utflities are subject 
to rules and regdations governing the nature and conduct 
of its business activities and rates-of-return on its 
investments. A utility is not an equipment manufacturer. 
Awow it is nnt in a position to benefit from the 
commercial sale, least, tnmdctmc or lie of these 
tecbuologies to be commemiaked. Utilities are not 
likely to be in a position to obtain or exploit a proprietary 
positioninanyaspectofthesenewtechnologies. If 
govermnent fuods for demonstrating these new 
teetmologia are required to be repaid, it would increase 
electric rates, and thus, can be construed as an additional 
tax to the ratcpayen 
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l Applying repayment provisions to a manufacturer who 
has already invested private funds to bring a technology 
to readiness for demonstration may place him at a 
competitive disadvantage in the future market, when 
other manufacturers could market competing systems 
with similar but slightly different approaches to avoid 
patent infringement. 

l If it is deemed appropriate for a manufacturer to 
participate in repayment, the manufacturer should be 
allowed to fully recover its previous investment to 
develop the technology before the manufacturer is 
required to repay any funds to the Federal Government. 

We, therefore, suggest that DOE consider the following 

scenarios in developing a flexiile repayment policy: 

a) If new technology is succe&u@ demonstrated and then 
commercialized other mamtfacturers wiU also enter the 
marketplace with competing ways of utilizing the same or 
similar technology. The competition would benefit both 
the utilities and its customers. Under this scenario, 
repayment to the Federal Government may not be 
approptiate. as the direet and indirext socio-economic 
beuefits co& more than compensate the nation’s 
taxpayers for their investment 

b) A manufacturer may simply license the new technology to 
other parties and collect royalties from publicly financed 
demonstration. Under this scenario, it would be 
appropriate for DOE to require repayment pmvisions from 
myalties obtained from such licensing by a manufacturer 
invokd in an Icm Program 

c) A manufachuer may apply the new technology to the foreign 
market. either through licensing or sales through foreign 
~~bsiciiaries and direct export. Under this scenario, it 
would also be appropriate for DOE to apply repayment 
pmvisions to profits obtained from such royalties or sales. 

* * * 
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Chapter 5 

- 

With respect to retrofit (and repowering) projects, the ques- 
tion of recoupment, or repaymenr, should be carefully 
reviewed The ___ believes that a requirement for recoupment 
will significmtly lessen interest in and participation by the 
private sector in the program 

With retrofit installations, there are no new utility revenue 
SOearnS resulting from the installation Therefore, there is 
Iikely to be no net revenue stream available for federal repay- 
ment once the project is completed, indeed, parasitic power 
requirements will Iikdy reduce actual revenues. 

In the case of repowering, the only revenues that might be 
available would be incremental revenues that result from 
1-r capital costs or greater efficiencies when compared to 
the next most economical and efficient alternative available to 
the user (industrial or utility) of the dean coal technology. 
Past experience suggests that these incmmmtal revmues are 
small or non-existent. particularly in the case of immature 
technologies which are expected to be more expensive than 
subsequent mature versions We are pleased to note that the 
DOE has, apparently. recognized that a regulated utility 
would not be able to “repay” the govemmem out of ‘profits” 

’ that regulatory mmmtm ‘011s will not aUow to be recovered. 
With this recognitton, the government should simply state in 
the guidelines that repayment will not be required where 
regulatoryammki om will not allow the utfIity to recover 
the govcrmneds cost-share. 

Additionally, the cbamcter of dean coal tedmology projects 
also impacts tbe repayment issue. Gmaally, retrofit tech- 
nologies ate engineered modi6catiom of mdstiog equipment 
rather than new equipment that wfll be mam&cturered and 
sold if tlte technology is suommfuUy demonstrated. Where 
thkisthecase,afederalprogramwillresultinpubl.ic 
knowledge about these engineered modifications rather than 
federal amistance in the aeation of a proprietary pceftion for 
an equipment vendor or a technology developer. In these in- 
atan- recoupment or r-vent is not appropriate since the 
suppliers of goods and services have not achieved competitive 
advantage that would produce future streams of revenue; 
rather, they have contriiuted to the public good by supplying 
information and experience available for public use. 



Written Comments 

Most importantly, from the government’s point of view. it 
would seem that the princjpal objective of the dean coal 
program should be to encourage the widespread use of suc- 
cessfully demonstrated technologies. By requiring recoup 
ment, and thus making that technology supplier m 
riyI: than others who will have access to the information and 
data from the government selected dean coal project, the 
government - perhaps inadvertently - dampens the ability of 
those with the greatest experience and understanding to intro- 
duce a cost-competitive item into the marketplace. 

* * * 

. In todays utility regulatory environment financial risk is 
severely discouraged and frequently penalized The 
repayment clause was one of the factors which caused . . . 
to withdmv from the tint round of solicitations. DOE is 
more likely to get support in tbe form of proposals if the 
repayment aspect can be eased, especially for 
tedmologies which produce nothing but are only 
back-fits to existing units. 

t * * 
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DRGAN~~~ONSRFf’RESE-~ 
AT THF PyaMc MFETINGS 

Acmes Corporation 
Advanced Fuels Technology Company 
Air Products and ChemicaJs, Inc. 
Albert E. Peters Associates 
Allegheny Power 
Allied Si& Inc 
Allis-Chalmers 
AMAX Research and Development Center 
Amcrlcan Gdogical Institute 
American River Transportation Co. 
Argent Group 
Argonne National Laboratory 
ARINC Research Corporation 
ARI Techuologi~ Inc 
Arkansas Power & Light Company 
Arthur D. Link, Ire 
AVCO 

Babcodt&wilcox 
Badger Company. Inc 
Baltiotore Gas % Electric Co. 
BCR National Laboratory 
The BDM Corporation 
Bechtel National, Inc 
Bedstel North American Power Corporation 
Bethlehem Steel Corporation 
British w 
Brown & Root U.SA., lnc 
Burns and Roe Emerpriscs, Inc 
Burns and Roe Synthetic Fuels, Inc 
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caldemn Energy Co. 
Caoada,Embassyof 
Canada, Government of, Energy, Mines and Resources 
Centerior Energy 
Central Illinois Public Service Company 
Chas. T. Maiq Inc. 
Cities Service Oil and Gas Corporation 
The Clean Coal Technology Coalition 
Coal Cleaning Test Facility 
Coaltek Limited 
Colorado School of Mines 
Colorado-Ute Electric 
Columbus Dkpatch 
Combustion Etgineerit~~ Inc. 
Consolidated Natural Gas Service Co. 
Cordidation coal Company 
The Consultants International Group, Inc 
‘Ww IJK 

rxJch= 
Des Peres Coal Co. 
Domestic Policy Council (U.S. Government) 
Dow Chemical USA 
Dow Coming Co-on 
Dram Engineering comparli~ Inc. 
Dnvorimccompauy 
DreserItldmeies,lsc 
D.RQuarkl,Jr,Inc 
Duqucsne Iight co. 

EAzavadririLtd. 
EBAIU Intcmational Corp. 
EBASCO seirvices Irmlpotated 
EdisonRee0icImtitute 
EERcQrpomtion 
EG&G Washiqton k&t%al Services Ccnter. Inc 
ElechicPowerRescarchInstitute 
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Elkem Metals Company 
Euergctics, Incorporated 
Energy and Environmental Research Corp. 
Energy Conversion Alternatives, Ltd. 
Energy Systems Associates 
Energy Technology Associates 
Environmental Action Foundation 
Environtvntal Power Corporation 
Environmental Protection Agency (U.S. Government) 
Ernst&wbbmey 
EXPGRTecb Company, Inc. 

FbkLInr 
FluiDyne Engineering Corp. 
FMC Corporation 
Foster Wheeler Corporation 
Foster Wheeler Development Corp. 
Foster Wheeler Energy Corporation 
Foster Wheeler USA Corp. 
Fuel Tech, k 

Geti accounting lace (U.S. GO vemment) 
GeneralDylLamic5 
General Elecpic Environmental Services, Inc. 
General Motors Cotporation 
George Fumich Aaodates, Inc. 
Green River 

EldorToproSInc 
Helipump Chpmation 
H$tL,Rwqresentaw U.S. Coma&tee on Science and 

House of Reprewtah& US, Gffioz of Doug Walgren 
House of Represeamtiveh U.S. Subcommittee on Energy 

Research and Development 
Houston Lighting & Power Company 

ICFISRW 
IDEqb 
IGR Enterprises 
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Illinois Power Company 
Illinois State Geological Survey 
IIh;~in~~e of, Department of Energy and Natural 

Illinois, Stat= of, Washington Office 
Independence, Missouri, City Power and Light Dept. 
Indiana. State of Department of Commerce 
Island Creek Corporation 

Johnson Matthey 
Johnson. Michael K 
J.S. Alberici Construction Co.. Inc. 

Kaker Engineers 
KC1 
Keay Industrial Services, Inc 
Kerr-McGee Coal Corporation 
KKOB Radio 
Korf Engineering GMBH 
KRW Energy Systems, Inc. 

hSede Gas Company 
Lake Shore International, Ltd. 
Ldge-Gxkeu 
IDS Alamos Technical Asoclates, Ine 

Mason Grimm & Burgmu, L.td 
McGraw-Hill Publications Co. 
Meridian Minerals Company 
Midrcx Corp. 
Midwest Ore Proctssing Company 
Missksippi Lime 
Missouri Public Service 
Missouri, State of, Department of Natural Resources 
Missoh university of 
Moriab Research Co. 

National coal ~tion 
National Lime hsociation 
New Hampshire, State of. Dept. of Environmental Services 
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New Mexico Institute of Mining and Technology 
New M&co Research and Development Institute 
New Mexico, State of, Energy and Minerals Department 
New York State Electric & Gas Corporation 
Northern Ohio Consultauts 
NOXSO 

Occidental 
O&e of Management & Budget (U.S. Govemment) 
Ohio EdimJ co. 
obio-ontaIio, Ins. 
Ohio, State of Department of Development 
Ontario-Ohio Resources Corp. 
ORI, Incorporated 
OXCE Fuel Company 
Oxide Recycle Corporation 

hha Publications, Inc. 
Pasman,RichardA 
Peabody Development Company 
Pellet Technology Corporation 
Penn Coke Technology 
Penusyhni~ CommoowtAtb ot Energy Development 

Pennsylvania Blechic Company 
The Peoples Natural Gas Company 
Pillsbury, Madison & Sutro 
PinshUrga University of 
Plains Electric Generation & Traasmision Cooperative, Inc 
Post Gazette 
Potomac Electric Power Co. 
Power, Iac 
Precision Management Analysis, Inc. 
Proce.ss Technology. Inc 
PSI Technology Company 
Public Service Company of New Mexico 
Pyrqmver Corporation 
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&U, Waldo 
Raycon Research & Development, Inc. 
Researcb-Cottrell 
Rochester & Pittsburgh Coal Company 
Roy F. Westou, Inc. 
Rubiustein Eogineering, P.C. 

SAIC 
Salvador, L 
Sandia National Laboratories 
San Diego Gas and Electric 
saIlit& Inc 
Science Management Corporation 
Senate, U.S., O&Ioz of John Heinz 
Skelly and Lay 
Southeast Missouri State University 
Southern California Edison 
Southern Compaq Services, Inc. 
Soutbem IlIinois University at CarbondaIe 
Southern Iodiana, Universiry of 
Southwest Research Institute 
SPS 
Stone & Webster Engineering Corp. 
Systematic Mauagement Services, Ine 

Tauahas~ee, noti& pity of, ~ectric Department 
Tennesee Valley Authody 
Tetm C3xpomfion 
Texaco, Ioc 
TexacoSyngagInc 
l-MS 
TRW Space % Technology Group 

ube Imhsuks (America). lnc 
union Electric 
United Engineers aud G~nstructors 
UOP. rnc. 
Utity Enginehug tirporarion 
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